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THE UNITED NATIONS OIL-FOR-FOOD PRO-
GRAM: SADDAM HUSSEIN’S USE OF OIL AL-
LOCATIONS TO UNDERMINE SANCTIONS
AND THE UNITED NATIONS SECURITY
COUNCIL

MONDAY, MAY 16, 2005

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ENERGY AND COMMERCE,
SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS,
Washington, DC.

The subcommittee met, pursuant to notice, at 2:04 p.m., in room
2123, Rayburn House Office Building, Hon. Ed Whitfield (chair-
man) presiding.

Members present: Representatives Whitfield, Stearns, Burgess,
Blackburn, Barton (ex officio), Stupak, Inslee, and Waxman.

Also present: Representative Norwood.

Staff present: Mark Paoletta, chief counsel; Andrew Snowdon,
majority counsel; Tom Feddo, majority counsel; Chad Grant, clerk;
Edith Holleman, minority counsel; Voncille Hines, research assist-
ant; and Alec Gerlach, minority staff assistant.

Mr. WHITFIELD. At this time the committee will come to order.
Today’s hearing for the Subcommittee on Oversight and Investiga-
tion of the Energy and Commerce Committee is the United Na-
tions’ Oil for Food program, Saddam Hussein’s use of oil allocations
to undermine sanctions, and the United Nations Security Council.

At this time I would like to ask unanimous consent to move doc-
uments contained in the binder into the record. And, without objec-
tion, so ordered.

I will begin the hearing with an opening statement, and then we
will proceed with opening statements.

The United Nations Oil-for-Food program was initiated to ease
the suffering of the Iraqi people. As we have learned in recent
months from various reports, this program became a mechanism
for the former Iraqi regime of Saddam Hussein to siphon off bil-
lions of dollars in illicit revenues, money that rightfully should
have gone to the citizens of Iraq. Saddam’s regime used oil con-
tracts to influence foreign officials and well-connected individuals
in an effort to undermine international economic sanctions, thereby
keeping him in power.

These allegations are not new, but the picture of how this could
have happened under the oversight of the United Nations Security
Council has been murky. Today the subcommittee will hear testi-
mony and examine a variety of documents, many of which have
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been recently translated for the committee, to better understand
the abuses of the Oil-for-Food program. The hearing will allow
members to see how Hussein used oil allocations to undermine
U.N. sanctions and manipulate political divisions within the Secu-
rity Council and better understand the weaknesses in the U.N.
Oversight of the program.

The hearing will also serve the committee’s longstanding interest
in the workings of the United Nations. We will learn more today
about the inner workings of the U.N.’s operation, and how France,
Russia, and China in the 661 Committee supported the Hussein re-
gime to the detriment of the Iraqi people. Saddam Hussein and his
supporters found ways to exploit loopholes in the Oil-for-Food pro-
gram to enrich themselves and to strengthen Iraq’s military capa-
bilities.

Surcharges and kickbacks, both on oil and humanitarian goods
contracts soon became the norm under the program. For instance,
the committee has uncovered a handwritten form agreement signed
by Iraq’s former oil minister which shows that, beginning sometime
after June 2000, each oil purchaser in the program had to agree
to pay kickbacks to the regime, either in cash or by wire, into an
Iraqi bank account outside of the program. Equally troubling are
the allegations that Saddam Hussein may have been able to use
the Oil-for-Food program to exploit divisions within the U.S. Secu-
rity Council.

We will hear today from Dr. Robert Smego, an outside consultant
retained by the committee to review and translate numerous docu-
ments, including documents from the Iraqi Intelligence Service and
State Oil Marketing Organization. Mr. Smego will present a series
of documents that suggests a calculated strategy on the part of the
regime to target influential businessmen, companies, and govern-
ment officials who could advance Iraq’s interests.

When the names of many prominent political figures, most nota-
bly those of Russia and France, appeared in the Duelfer Report last
fall, there were cries of outrage and denial. However, the docu-
ments presented here today appear to confirm that some of these
individuals were indeed using the Oil-for-Food program for their
own purposes. I can think of no legitimate reason for any politician
or government official of any nation to receive oil from Saddam
Hussein.

Ironically, every dollar that these people took out of the program
was money that should have gone to help the Iraqi people.

Could these abuses have been prevented? Perhaps not entirely,
but there’s little doubt that lax oversight on the part of the U.N.
Secretariat and internal divisions within the so-called 661 Com-
mittee permitted them to continue.

Let me note here that I can only imagine the political and
logistical difficulties involved in running such a massive program.
However, these difficulties do not justify the failures in oversight
responsibilities.

We will also hear today from John Fawcett who, for the past dec-
ade, has been tracking the financial assets of major human rights
abusers, such as Slobodan Milosevic, Saddam Hussein, and the al
Qaeda network.
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Finally, we will hear from Mr. Gerald Anderson of the U.S. State
Department who will provide some insights into the inner workings
of the 661 Sanctions Committee, the committee within the U.N.
That ran the Oil-for-Food program.

Let me welcome all the witnesses, and thank them for what
promises to be a most informative hearing.

[The prepared statement of Hon. Ed Whitfield follows:]

PREPARED STATEMENT OF HON. ED WHITFIELD, CHAIRMAN, SUBCOMMITTEE ON
OVERSIGHT AND INVESTIGATIONS

The United Nations (U.N.) Oil-for-Food Program (Program) was set up to ease the
suffering of the Iraqi people. But unfortunately, it also may have prolonged their
suffering. As we've learned in recent months from various reports, this Program be-
came a mechanism for the former Iraqi regime of Saddam Hussein to siphon off bil-
lions of dollars in illicit revenues—money that rightfully should have gone to the
citizens of Iraq. Saddam’s Regime also used oil contracts to influence foreign officials
and well-connected individuals in an effort to undermine international economic
sanctions, thereby keeping him in power.

None of these allegations are new, but the picture of how this could have hap-
pened under the oversight of the United Nations Security Council has been murky.
Today, the Subcommittee will take testimony and examine a variety of documents—
many of which have been recently translated for the Committee—to gain a clearer
view into the abuses of the Oil for Food Program. The hearing will allow members
to examine how Hussein used oil allocations to undermine U.N. sanctions and ma-
nipulate political divisions within the Security Council and apparent weaknesses in
U.N. oversight of the Program.

The hearing will also serve the Committee’s long-standing interest in the work-
ings of the United Nations—particularly at the intersection of national security and
world energy markets and trade. We will learn more today about the inner workings
of the U.N.’s operations, and how actions there might have prevented such abuses.

There is no doubt at this point that Saddam Hussein and his cronies found ways
to exploit loopholes in the Oil-for-Food Program to enrich themselves and to
strengthen the Iraq’s military capabilities. Surcharges and kickbacks, both on oil
and humanitarian goods contracts, soon became the norm under the Program. For
instance, the Committee has uncovered a handwritten form agreement, signed by
Iraq’s former Oil Minister, which shows that, beginning sometime after June 2000,
each oil purchaser in the Program had to agree to pay kickbacks to the Regime, ei-
ther in cash or by wire into an Iraqi bank account outside of the Program.

Equally troubling are the allegations that Saddam Hussein may have been able
to use the Oil-for-Food Program to exploit divisions within the U.N. Security Coun-
cil. We will hear today from D. Robert Smego, an outside consultant retained by the
Committee to review and translate numerous documents gathered from various
Iraqi sources, including documents from the Iraqi Intelligence Service and State Oil
Marketing Organization, or SOMO. Mr. Smego will present a series of documents
that suggest a calculated strategy on the part of the Regime to target influential
businessmen, companies, and government officials who could advance Iraq’s inter-
ests—particularly within the Security Council.

When the names of many prominent political figures, most notably those of
France and Russia, appeared in the Duelfer Report last Fall, there were cries of out-
rage and denial. However, the documents presented here today appear to confirm
that some of these individuals were indeed using the Oil-for-Food Program for their
own purposes. I can think of no legitimate reason for any politician or government
official—of any nation—to get oil from Saddam Hussein. Ironically, every dollar that
these people took out of the Program was money that should have gone to help the
Iraqi people—the very people that they claimed to be helping.

Could these abuses have been prevented? Perhaps not entirely, but there is little
doubt that lax oversight on the part of the U.N. Secretariat, and internal divisions
within the so-called 661 Committee, permitted them to continue. Let me note here
that I can only imagine the political and logistical difficulties involved in running
such a massive Program. However, these difficulties do not justify the failures in
oversight responsibilities.

We will hear today from John Fawcett, who, for the past decade, has been track-
ing the financial assets of major human rights abusers, such as Slobodan Milosevic,
Saddam Hussein, and the al Qaeda network. Mr. Fawcett will provide some perspec-
tive how these problems could have been avoided, including (1) vetting all contracts
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for price and quality, and (2) performing due diligence on the parties that Saddam
was contracting with, and (3) increasing transparency in the hiring of inspectors.

Finally, we will hear from Mr. Gerald Anderson of the U.S. State Department,
who will provide some insights into the inner workings of the 661 Sanctions Com-
mittee, the Committee within the U.N. that ran the Oil-for-Food Program. Let me
welcome all of the witnesses and thank them for what promises to be a most inform-
ative hearing.

Much of the dispute today involves a lack of transparency in the oversight de-
ployed by the United Nations. If we are going to restore some trust in that institu-
tion as it delves into other matters affecting our international energy markets, pub-
lic health, and welfare, the United States—and indeed the entire international com-
munity—deserves a clearer picture of precisely how those important matters are
being handled. Today’s hearing should help us understand how some trust might
be restored.

Mr. WHITFIELD. At this time I will call on the ranking minority
member, Mr. Stupak, for his opening statement.

Mr. StupPAK. Well, thank you, Mr. Chairman. This is an unusual
hearing for an investigative subcommittee. In fact, it seems to me
that this is a hearing in search of an investigation. If you take a
look at this morning’s Washington Post, the lead article gave an as-
tounding level of detail from documents collected by the Senate
Committee on Saddam Hussein’s use of oil allocations to influence
Russian politicians. This story is not new. In September 2002, The
New York Times stated, “Baghdad owes Moscow $8 billion in debt
incurred before the Gulf War, and has used trade under the Oil-
for-Food program to curry Moscow’s favor.” Last year, the Duelfer
Report gave the names of Russian politicians who received oil allo-
cations. But the level of detail about these deals obtained after
months of investigation is new, and that is what was intriguing
about this Washington Post story. It involves weeks of overseas
travel, interviews with former Iraqi officials, and international
businessmen, and a review of U.S. Government investigative docu-
ments.

Frankly, Mr. Chairman, this committee has done—has not done
anywhere near that level of work and has very little to add. There
are four other congressional committees focused on the United Na-
tions and the Oil-for-Food program. They are all far ahead of this
committee in their level of investigation and knowledge. But there
are areas that this committee can investigate and no one else
seems to want to look at. No one seems to want to talk about the
United Nations’ sanctions and oil trading regime which was ap-
proved by the Security Council of which the United States is a
member, or the role of the Sanctions Committee, another com-
mittee the U.S. was part of that oversaw the program and what it
knew about the manner in which the oil allocations were used by
Iraq.

No one seems to want to know about the relationship of U.S. oil
companies to the shady middlemen and the oil traders who actually
lifted oil from Iragq.

This is not a simple criminal or ethical matter as it is often por-
trayed. It was a system built by geopolitical realities that everyone
was aware of and either condoned or chose to ignore at the time.

Seventy-five percent of Iraqi oil, regardless of who initially pur-
chased it and whether or not they paid illegal surcharges, ended
up in the United States at U.S. refineries. How did it get there?
What did the U.S. companies know about the illegal surcharges
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and when did they know it? Some small U.S. oil dealers have been
indicted. But despite this requests from this side of the minority
to subpoena documents from those companies, it has not been done.

Some bigger U.S. Oil companies are also being investigated, but
once again, this committee hasn’t even talked to them despite staff
requests from the minority. No one seems to want to talk about the
massive smuggling of oil through Jordan, Turkey, Syria, and Egypt
that was going on. Both the Volcker and the Duelfer reports found
that the largest sum of the illegal revenue obtained by Saddam
Hussein came through these well-known illegal oil purchases.
These oil purchases were openly discussed in the press at the time.
The Sanctions Committee—again, the U.S. was a member of that
committee—discussed it frequently but refused to stop it.

The International Relations Committee of both the House and
the Senate received notice every year stating that it was in the na-
tional interest of the United States to continue foreign aid to Jor-
dan and Turkey, even though they were in violation of the U.N.
Sanctions. Why hasn’t the committee looked at the United States’
role in this massive violation of U.N. Sanctions?

It seems that many in Congress are comfortable with just calling
this foreign aid and bashing the U.N. But are not interested in
holding those in the U.S. who may have violated these sanctions
accountable. Press reports in January of this year indicated that
the office of foreign assets in the United States Treasury actually
promised that they would not prosecute a U.S. company for break-
ing the sanctions in early 2003 to provide oil to a Jordanian com-
pany. Minority staff drafted letters to the U.S. Company in Feb-
ruary requesting documents and interviews, but again, we couldn’t
get a signature or approval from the majority.

I would ask, Mr. Chairman, instead of joining in the chorus of
the committees howling at the United Nations to obtain diplomati-
cally protected documents, that we head in a different direction.
This subcommittee should investigate the U.S. oil companies who
allegedly and knowingly worked around the U.N. Sanctions to sup-
ply oil to certain countries with the apparent knowledge and con-
sent of the U.S. Government.

Mr. Chairman, we have a choice. We can waste taxpayer dollars
by duplicating the work of other committees in Congress that they
have already done by investigating foreign sources, or we can be
leaders and investigate and expose the domestic abuses of the Oil-
for-Food program here at home. It is my hope that, under your
leadership, we will do the latter. With that, Mr. Chairman, I would
yield back the balance of my time.

Mr. WHITFIELD. At this time, the Chair will recognize the chair-
man of the full committee, the full energy and commerce com-
mittee, Mr. Barton of Texas.

Chairman BARTON. Thank you, Mr. Chairman. I want to com-
mend you for holding this hearing. I think we need to put in the
record that this is the first subcommittee to hold a hearing on the
U.N. Oil-for-Food scandal, and we did it when I was subcommittee
chairman back in the Clinton Administration. We were also the
first subcommittee to hold a hearing in this go-around, and we
have been at the full committee level investigating this for the last
several years and will continue to do so.
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In the last year, we have learned much about the program’s mis-
management and its manipulation. We know today, for example,
that Saddam Hussein’s officials deliberately underpriced Iraq oil so
that the middleman and oil traders could kick back profits into
Saddam’s personal bank accounts. We also know the regime would
overpay merchants for humanitarian goods so that the excess
money could be diverted to those bank accounts. This is something
that we learned on a trip that I personally led to Iraq last fall and
met with some of the Iraqi officials in person that were responsible
for those particular bank accounts.

We now know that the U.N. Oil overseers identified these activi-
ties, brought them to the attention of the program’s leadership, and
even proposed mechanisms to prevent the illicit activity. Yet noth-
ing was done. Finally, we know that the regime perverted the pro-
gram to influence politicians around the world and leaders inside
the United Nations by giving them personally valuable oil vouch-
ers.

Today’s hearing will examine new documents that illuminate in-
fluence peddling. Undoubtedly, Saddam’s regime hoped that these
bribes would erode and eliminate the sanctions. I would not be sur-
prised if we eventually uncover evidence of quid pro quos directly
related to these vouchers.

It seems clear that under Saddam, Oil-for-Food became oil for in-
fluence. This mismanagement mess, if you will, is a stain on the
United Nations and its current leaders. If the U.N. Leadership had
its way, this mess would have been swept under the rug. But the
U.N. Is not going to have its way today. The U.S. Government
funds most of the U.N.’s operating budget. We are the largest con-
tributor to the U.N. Operating budget. And at this moment, our
soldiers are risking and giving their lives to defend the fledgling
democracy in Iraq.

We must not forget that, if the U.N. Had had its way, Saddam
Hussein would still be in power, Saddam Hussein would still be
dispensing bribes, Saddam Hussein would still be controlling his
Army, Saddam Hussein would still be threatening his people, and
Saddam Hussein would still be threatening to invade his neighbors
in the Middle East. But before Iraq was liberated, the only pro-
gram that was meant to bring relief to the Iraqi people instead
brought Saddam Hussein the key to unlocking the greatest threat
to his power, economic sanctions.

We will hear today how the Oil-for-Food program allowed Sad-
dam Hussein to enrich his regime, bribe world leaders, and begin
to build an infrastructure that could 1 day be used to reconstruct
an arsenal for intimidation and aggression.

In the meantime, the suffering of the average Iraqi family contin-
ued. The U.N. 661 Committee watched this scam unfold but was
paralyzed by bureaucratic infighting. In the end, the Oil-for-Food
program was a profound and dangerous failure.

I look forward to hearing from our witnesses today. I wish to
thank them for their attendance. This committee—and I want to
reiterate. This committee, the Energy and Commerce Committee, is
not opposed to anything that the other committees of the House
and Senate are doing. I think collectively all the efforts of this com-
mittee and the other committees in both bodies will get to the bot-
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tom of this scandal, but this committee is going to be a part of that
and in many ways is going to lead that effort.

I also want to begin to investigate the possibility of recovering
as much of the billions and billions of dollars that was looted from
the Oil-for-Food program and use that money to reinvest in the
Iraq of today to try to help the Iraqi people today as they fight for
their freedoms.

Thank you again, Mr. Chairman, for your leadership on this
issue. I look forward to working with you and others of this sub-
committee to continue this investigation.

[The prepared statement of Hon. Joe Barton follows:]

PREPARED STATEMENT OF HON. JOE BARTON, CHAIRMAN, COMMITTEE ON ENERGY
AND COMMERCE

Thank you Chairman Whitfield. This afternoon we continue this Committee’s ex-
amination of the United Nations Oil-for-Food Program.

Since last year, we have learned much about both the program’s mismanagement
and manipulation. We know, for example, that Saddam Hussein’s officials delib-
erately under-priced Iraqi oil so that middlemen and oil traders could kick back
profits into Saddam’s bank accounts. Also, the regime would overpay merchants for
humanitarian goods so that the excess money could be diverted to those bank ac-
counts, outside UN scrutiny. We now know that UN “oil overseers” identified these
activities, brought them to the attention of the program’s leadership, and even pro-
posed mechanisms to prevent this illicit activity. And yet nothing was done.

Finally, the regime perverted the program to influence politicians around the
world and leaders inside the United Nations by giving them valuable oil vouchers.
Today’s hearing will examine new documents that illuminate influence peddling.
Undoubtedly, Saddam’s regime hoped these bribes would erode and eliminate the
sanctions. I would not be surprised if we eventually uncover evidence of quid pro
quos directly related to these vouchers. It seems clear that under Saddam, oil-for-
food became oil-for-influence.

This mismanagement—this mess—is a stain on the United Nations and on its
leaders. If the UN leadership had its way, this mess would have been swept under
the rug, but the UN is not going to have its way today. Americans fund most of
the UN’s operating budget, and at this moment, America’s warriors are risking and
giving their lives to defend the fledgling democracy in Iraq. We must not forget that
if the UN had its way, Saddam would still be dispensing bribes, building his army,
threatening his people, and invading his neighbors.

But before Iraq was liberated, the only program that was meant to bring relief
to the Iraqi people instead brought Saddam Hussein the key to unlocking the
gravest threat to his power—economic sanctions. We will hear today how the Oil-
for-Food Program allowed Saddam Hussein to enrich his regime, bribe world lead-
ers, and begin to build an infrastructure that could one day be used to reconstruct
an arsenal for intimidation and aggression. In the meantime, the suffering of the
average Iraqi family continued. The UN’s 661 Committee watched the scam unfold,
but was paralyzed by bureaucratic infighting. In the end, the Oil for Food Program
was a profound and dangerous failure.

I look forward to hearing from our witnesses today, and thank them for their at-
tendance. We intend to get to the bottom of this scandal.

Thank you, Mr. Chairman. I yield back the remainder of my time.

Mr. WHITFIELD. Thank you, Mr. Chairman.

At this time, I will recognize Mr. Waxman of California.

Mr. WAXMAN. Thank you very much, Mr. Chairman. And I ap-
preciate you calling the hearing today. I support the committee’s
investigation and believe Congress should determine the full extent
of Saddam Hussein’s efforts to divert humanitarian Oil-for-Food
funds that were intended for the benefit of the Iraqi people. Al-
though I support the committee’s goal, I do have a concern with its
approach. Today’s hearing is the 13th congressional hearing about
the Oil-for-Food program.
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Tomorrow’s hearing by Senator Coleman will be the 14th. My
concern is that while Congress is actively investigating the Oil-for-
Food program, we are ignoring our Nation’s own actions on the de-
velopment fund for Iraq, the successor to the Oil-for-Food program
run by the Bush administration. The administration has failed to
properly manage and account for billions of dollars in the Iraqi
funds, and the committee is doing nothing to investigate this.

I would like to have in the record two charts. The first one shows
the finding of our own auditors and investigators looking into the
DFI. First, in January, the special inspector general for Iraqi re-
construction, a U.S. Government official, concluded that the Bush
administration failed to properly account for $8.8 billion of Iraqi oil
proceeds in the DFI. The inspector general concluded that the ad-
ministration did not implement adequate managerial controls, did
not implement adequate financial controls, and did not adequately
control DFI contracting actions.

Second. Just 2 weeks ago the inspector general found that the
administration failed to account for $96.6 million in cash from the
Iraqi funds that were supposed to go to local reconstruction
projects. The IG found that, instead of helping the Iraqi people,
U.S. officials tried to launder these funds. The IG referred these of-
ficials for criminal prosecution.

And, third. The defense contract audit agency, the Pentagon’s
own auditors, concluded that Halliburton has overcharged by at
least $212 million under its oil contract in Iraq. The Bush adminis-
tration awarded Halliburton’s no bid monopoly oil contract in se-
cret, and then funded it with Iraqi oil proceeds from the DFI.

My other chart shows findings by U.S. Government officials and
other independent auditors who conclude that the administration
has not complied with U.N. Security Council Resolution 1483,
which requires the administration to use Iraqi funds in a trans-
parent manner for the benefit of the Iraqi people. On January 30,
2005, the special inspector general for Iraq reconstruction con-
cluded that the administration violated Resolution 1483 require-
ment to use DFI funds in a transparent manner.

On April 29, 2005, the international advisory and monitoring
board, which is charged with monitoring the administration’s com-
pliance under the resolution, concluded that, “use of DFI resources
that is not for the benefit of the Iraqi people is in conflict with U.N.
Security Council Resolution 1483.” and members can also review a
series of official Pentagon audits that the administration submitted
to the United Nations after blacking out more than 460 references
to overcharges to the DFI.

Mr. Chairman, Congress should investigate allegations about the
Oil-for-Food program, but we should also investigate our own ad-
ministration’s failure to properly account for Iraqi funds. Our com-
mitment in both cases is the same: To ensure that the Iraqi people
who have been oppressed for decades receive the full benefit of
their own Nation’s funds. Thank you, Mr. Chairman.

Mr. WHITFIELD. Mr. Waxman, were you asking unanimous con-
sent that those documents be entered into the record?

Mr. WAXMAN. Yes, I would like to ask unanimous consent.

Mr. WHITFIELD. I asked a minute ago to enter some documents
into the record that were made available to your side last Wednes-
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day, about 6, 7 days ago. I have not had an opportunity to see that.
Could I see this document that you are referring to?

Mr. WAXMAN. Sure. If you prefer, Mr. Chairman, why don’t I
withhold that unanimous request consent until later in the hearing
so you would be able to see it.

Mr. WHITFIELD. And I would also like to ask, was this a study
conducted by the Federal Government? Who conducted this study?

Mr. WAXMAN. We are talking about six reports that are all cited
in my statement.

Mr. WHITFIELD. And who conducted those studies?

Mr. WAXMAN. Let me go through. The special inspector general
for Iraq reconstruction is one. The International Advisory and Mon-
itoring Board, two. The Defense Contract Audit Agency, which is
the Pentagon’s own auditors. And there are multiple reports by
each of them.

Mr. WHITFIELD. If you would give me a copy of that. And I would
just like to reserve a point of order. But, in the meantime, I am
going to go on and call on

Chairman BARTON. Mr. Chairman, could you yield to me on that
point?

Mr. WHITFIELD. Yes.

Chairman BARTON. This subcommittee always works in a bipar-
tisan fashion. And if the gentleman from California shared the doc-
uments so that we know before the fact what is in them, we are
almost always willing to put them into the record. My under-
standing is they have not been shared with the staff. And I am
sure he is willing to share those so we can look at them.

Mr. WaxMmaN. Well, let me point out, these are not hidden docu-
ments. They were furnished to all the committees by the Inspector
General. But I would be happy to have you look at them. I wasn’t
trying to withhold any documents from you. These are documents
that have been submitted to the Congress, and they have been out
in the public domain. And so we would like to have them as part
of the record after you feel comfortable enough to admit them into
the record.

Mr. WHITFIELD. Well, I think that this would probably be fine.
But what I think we ought to do is just submit the entire report,
reports in their entirety.

Mr. WaxMAN. I have no problem with that. There are multiple
reports. I think there are six separate reports. If you want to have
all of them in their entirety, then that is certainly fine.

Mr. WHITFIELD. I would prefer that we just submit the entire re-
port rather than just excerpts from the reports. So, if there is no
objection to having the entire reports placed into the record, that
would be fine.

[The material referred to is retained in subcommittee files.]

Mr. WaxmaN. Okay.

Mr. WHITFIELD. At this point I would call on Mr. Norwood of
Georgia for his opening statement. I am sorry. Mr. Burgess, you
are on the subcommittee. Go ahead.

Mr. BURGESS. Mr. Chairman, I have an opening statement I will
just submit for the record in the interest of time so we can get on
to examining the witnesses.
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Mr. WHITFIELD. Thank you. Ms. Blackburn, do you have an open-
ing statement? Mr. Norwood?

Mr. NorwoOD. Thank you very much, Mr. Chairman.

I must admit that this stuff that has just been handed out, it
looks to me like they are headlines out of The New York Times
rather than any report that anybody has produced. But I think it
equally important we find out exactly who produced it and consider
the source.

I thank you today for allowing me to join you. I sincerely appre-
ciate the courtesy. I have been very concerned about this issue of
corruption at the United Nations, and that as I understand is what
this hearing is about. Though there are those who would divert it
to another subject, I think today is about the corruption at the
U.N,, and with the Oil-for-Food program in Iraq. I wanted to be
here simply to learn more.

I would like to start by commending you for continuing to focus
some attention on the corruption at the U.N. Oil-for-Food program.
There is plenty to discuss and scrutinize as we have seen, and
there is plenty being discussed back home in all of our districts. I
think the American people want to have an understanding of this.
It is no secret that during my tenure in Congress, I have not par-
ticularly been a fan of the U.N. I think there are some pretty good
reasons for that. And this committee needs no reminder that for a
decade the U.N. allowed Saddam Hussein to blatantly defy 18 U.N.
Resolutions. The United States spends millions, if not billions, of
dollars a year on U.N. programs and policies that are often totally
contrary to the principles of freedom that most Americans hold
dear. That is why people back home where I am from want to know
what is going on.

It is truly unfortunate that we do not have the opportunity today
to question a representative of the U.N. Perhaps that opportunity
will present itself in the future, Mr. Chairman. Regardless, the
U.N. is not the topic of the hearing today; the U.N. Oil-for-Food
program is. As we all know, the Oil-for-Food program was estab-
lished in 1995, April, to strike a balance between enforcing compli-
ance of all relevant U.N. Security Council resolutions, and alle-
viating hunger, suffering, human suffering in Iraq. Unfortunately,
what we all now know is that the program was riddled with cor-
ruption in many ways.

What should have been a humanitarian program ended up fund-
ing Saddam Hussein’s dictatorship and possibly terrorist groups.
The GAO estimates that from 1997 through 2002, the former Iraqi
regime acquired $10.1 billion in illegal revenues. This includes $5.7
billion from oil smuggling and $4.4 billion from illicit surcharges on
oil sales and after-sale charges on suppliers. Numerous United Na-
tions, independent, and Iraqi investigations have been directed into
these illicitly diverted funds. As has been pointed out earlier, major
doubts exist about the U.N.s ability to investigate this level of
fraud, and I am highly suspicious of their resistance to the facts.
After all, it was under their watch that their own program was
abused.

I look forward to the hearing. I look forward to hearing the testi-
mony of the witnesses today. And, again, I thank you for the oppor-
tunity to join you.
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Mr. WHITFIELD. Thank you. Is there anyone else wishing to give
an opening statement at this time? If not, then we will call panel
one, the witness Mr. John Fawcett, Mr. Robert Smego, and Dr. Joy
Gordon.

I want to thank the three of you for being with us this morning.
We look forward to your testimony. You are aware that the com-
mittee is holding an investigative hearing, and, when doing so, has
had the practice of taking testimony under oath. Do any of you this
morning or this afternoon have any objection to testifying under
oath? Okay. The Chair then advises you that, under the rules of
the House and the rules of the committee, you are also entitled to
be advised by counsel. Do you desire to be advised by counsel dur-
ing your testimony today? In that case, if you would please rise and
raise your right hand, I will swear you in.

[Witnesses sworn.]

Mr. WHITFIELD. You are now under oath, and you may give your
5-minute summary of your written statement. And, Mr. Fawcett,
we will begin with you.

TESTIMONY OF JOHN FAWCETT, AUTHOR, REPORT FOR
SOURCES OF REVENUE FOR SADDAM AND SONS; D. ROBERT
SMEGO, ARABIC LINGUIST, ONE OF THE AUTHORS OF THE
DUELFER REPORT; AND JOY GORDON, PROFESSOR OF PHI-
LOSOPHY, FAIRFIELD UNIVERSITY

Mr. FAWCETT. Thank you for inviting me here before the com-
mittee in today’s hearing. I have worked internationally

Mr. WHITFIELD. Would you turn your microphone on, please.

Mr. FAWCETT. Okay. I have worked internationally for the past
25 years, I spent 10 years in oil exploration in the Middle East and
Africa, after which I spent the next 10 years involved in humani-
tarian and human rights work largely in the Balkans and Iragq.
Over the last 5 years I have been tracking the financial assets of
major human rights abusers, including Slobodan Milosevic, Sad-
dam Hussein, and al Qaeda. I began looking at the Oil-for-Food
program in 1998 and was a co-author with Susan Blaustein of
Sources of Revenue for Saddam & Sons. The paper was published
in 2002 by the Coalition for International Justice, and they gra-
ciously agreed to sponsor my appearance today.

The Oil-for-Food program cannot be viewed separately from the
history of corruption under Saddam Hussein. Saddam Hussein
began his financial rip-offs in the late 1960’s with the establish-
ment of his first shell companies in Milan and Lugano, and contin-
ued until he was toppled in 2003. My written statement goes into
more detail on this topic.

When the U.N. Began negotiating with Iraq in 1991 to establish
the Oil-for-Food program, and the first negotiations were led by
then Assistant Secretary General Kofi Annan, no one dealing with
Iraq could credibly say they were not aware of the potential for cor-
ruption. U.N. Secretary General Perez de Cuellar knew. His suc-
cessor Boutros Boutros Ghali knew. Kofi Annan knew. The mem-
bers of the Security Council certainly knew. All the permanent
members, with the exception of China, had been active participants
in arms embargo busting with Saddam throughout the previous
decade, that is, the 1980’s.
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By the time the program began in late 1996, the U.N. Had ceded
to Saddam the authority to choose his business partners from both
the sale of Iraqi oil and the purchase of humanitarian supplies.
This crucial decision laid the groundwork for the ensuing corrup-
tion.

There were two major methods of illicit profiting: Oil vouchers
were given to favored individuals or organizations that provided
Iraq with political support. The vouchers were then sold to official
U.N. Approved contractors. The illicit profit in this scheme amount-
ed to up to $1 million per tanker load.

Two Oil-for-Food contractors who were very adept at this were
the shady Swiss Liechtenstein firms of Alcon and Fenar. These
companies were created in the haven of corporate secrecy, Liech-
tenstein, for the sole purpose of doing illicit business with Saddam
Hussein’s Iraq. Aside from kickbacks, the political services they
provided to Saddam are as yet unknown.

To this point, the Swiss and Liechtenstein authorities have failed
to publicize the beneficial owners of either company despite these
firms having been identified as suspicious as early as January
2001. Between them, Alcon and Fenar did nearly $2.5 billion worth
of business under the program, of which some $400 million was
done in the last few months of Saddam’s reign. One wonders
whether this money is funding the car bombs that are tearing
apart men, women, and children in Iraq on a daily basis.

The other major scam in the Oil-for-Food program involved over-
charging or invoice padding for goods sold to Iraq. One commodity
in which this practice took place was baby formula. It normally
sells for about $2,000 per ton, but a corrupt supplier under the Oil-
for-Food program would charge the U.N. On behalf of Iraq 2,500.
The difference was, again, split with Iraqi officials.

While the U.N. Children’s agency UNICEF and others mounted
public campaigns decrying the suffering and deaths of Iraqi chil-
dren due to sanctions, price gouging was taking place on the very
product that could help these children. If there is anything that
UNICEF knows how to do, it is to procure, transport, and dis-
tribute baby formula. They do so in war zones and disasters world-
wide. While UNICEF continually published Iraq government statis-
tics on child mortality related to sanctions, not once did they raise
a voice about the baby formula rip-off.

The inspection procedures for oil exports as well as for humani-
tarian imports were toothless from the beginning. The inspectors
had no mandate to prevent smuggling of oil out of Iraq or smug-
gling of goods into Iraq. The inspectors have no mandate to check
the quality of food or medicines entering Iraq, and usually failed
to check even the quantity of goods being imported. At the Jor-
danian, Syrian, and Turkish border crossings, hundreds of trucks
entered Iraq daily with sanctions-busting goods and left Iraq car-
rying sanctions-busting oil. The inspectors could do nothing more
than tip their hat and wave their clip board, and literally that is
what they did.

Knowing the nature both in cruelty and corruption of the regime
they were dealing with, why would international officials allow
such a system to come into place? First, there is a certain anti-
American predisposition that has built up over decades within the
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U.N. Second, there was a perception that it was a catastrophic hu-
manitarian situation in Iraq, and that the population was on the
verge of starvation. Third, international officials also stood to gain
financially. Officials of over 100 countries either profited illicitly
from the Oil-for-Food program, failed in their oversight duties to
prevent corruption, or both.

What made the graft under the Oil-for-Food program different
from other international financial scandals was the use of the illicit
gains by Saddam Hussein. He did not just fatten the Jordanian
and Swiss bank accounts of his family and cronies, though there
was plenty of that; the illicit funds were also used to create a polit-
ical slush fund of global proportions. He bought presidents, prime
ministers, legislators, Ambassadors, media, and NGO officials, and
actively funded the anti sanctions campaign.

Mr. WHITFIELD. Mr. Fawcett, you are about a minute and 30 sec-
onds over.

Mr. FAwcCETT. All right. Maybe in the questioning I could go in,
then, to what I think the U.N. Could have done in the midst of all
of these problems. Though I would like to say, the primary impor-
tance for the U.N. To act was that it had to be led by honest and
courageous officials. And I will leave it at that.

[The prepared statement of John Fawcett follows:]

PREPARED STATEMENT OF JOHN FAWCETT
INTRODUCTION

Thank you for inviting me to appear before the committee at today’s hearing. I
have worked internationally for the past 25 years. I spent ten years in oil explo-
ration in the Middle East and Africa. The following ten years I was involved in hu-
manitarian and human rights work largely in the Balkans and Iraq. Over the last
five years I have been tracking the financial assets of major human rights abusers,
including Slobodan Milosevic, Saddam Hussein, and al Qaeda. I have contracted to
a variety of governmental, non-governmental, and for profit organizations. I began
looking at the Oil for Food program in 1998, and was a co-author with Susan
Blaustein of Sources of Revenue for Saddam and Sons. The paper was published in
2002 by the Coalition for International Justice and they have graciously agreed to
sponsor my appearance today.

HISTORY OF SADDAM’S CORRUPTION

The Oil for Food program can not be viewed separately from the history of corrup-
tion under Saddam Hussein. Saddam began his financial rip-offs in the late 1960s
with the establishment of his first shell companies in Milan and Lugano. In the mid
70s he instituted a 5% rake-off on all Iraqi oil exports, with the proceeds being sent
to Swiss bank accounts via major US banks in New York City. Shortly after seizing
the Iraqi presidency in 1979 he invaded Iran and an arms embargo was imposed.
He actively violated the embargo with the assistance of many countries in what
came to be known as Iraqgate. Within days of his invasion of Kuwait in August
1990, comprehensive international sanctions were imposed. Within hours an ener-
getic campaign of sanctions busting began. After surviving the first Gulf War, he
directed that the sanctions busting be greatly expanded.

When the UN began negotiating with Iraq in 1991 to establish the oil for food
program, (and the first negotiations were led by then Assistant Secretary General
Kofi Annan) no one dealing with Iraq could credibly say they were not aware of the
potential for corruption. UN Secretary General Perez de Cuellar knew. His suc-
cessor Boutros Boutros Ghali knew. Kofi Annan knew. The members of the Security
Council certainly knew. All the permanent members, with the exception of China,
had been active participants in embargo busting with Saddam throughout the pre-
vious decade. The embargo busting involved both kickbacks to Saddam as well as
invoice padding, two methods of illicit activity that were later widely used during
the Oil for Food Program.



14

TWO TYPES OF RIP-OFFS

By the time the program began in late 1996, the UN had ceded to Saddam the
authority to choose his business partners for both the sale of Iraqi oil and the pur-
chase of humanitarian supplies. This crucial decision laid the groundwork for the
ensuing corruption. There were two major methods of illicit profiting by the regime
and a host of minor schemes.

Oil vouchers were given to favored individuals or organizations that provided Iraq
with political support. The vouchers were then sold to an official UN approved con-
tractor. This contractor received the oil at a discount and then sold it on to other
traders and eventually to major refiners. The illicit profit in this scheme amounted
to up to $1 million per tanker load. Two oil for food contractors who were very adept
at this were the shady Swiss-Liechtenstein firms Alcon and Fenar. These companies
were created in the haven of corporate secrecy, Liechtenstein, for the sole purpose
of doing illicit business with Saddam Hussein’s Iraq. Alcon and Fenar were official
UN contractors as well as voucher recipients. Aside from kickbacks the political
services they provided to Saddam are as yet unknown. To this point the Swiss and
Liechtenstein authorities have failed to publicize the beneficial owners of either
company, despite these firms having been identified as suspicious as early as Janu-
ary 2001. The Liechtensteiners, who for a fee, put their names to the corporate reg-
istry documents were; for Alcon, Rainer Marxer and Martin Batliner; for Fenar, Pat-
rick Hilty and Horst Buchel. Between them, Alcon and Fenar did nearly $2.5 billion
worth of business under the program, of which some $400 million was done in the
last few months of Saddam’s reign. One wonders whether this money is funding the
car bombs that are tearing apart men, women and children in Iraq on a daily basis.

The other major scam in the oil for food program involved over charging or invoice
padding for goods sold to Iraq. One commodity in which this practice took place was
baby formula. It normally sold for about $2000 per ton, but a corrupt supplier would
charge the UN on behalf of Iraq, $2500. The difference was again split with the
Iraqi officials. While the UN and others mounted public campaigns decrying the suf-
fering and deaths of Iraqi children, price gouging was taking place on the very prod-
uct that could help these children. If there is anything that UNICEF knows how
to do, it is to procure, transport and distribute baby formula. They do so in war
zones and disasters worldwide. While UNICEF continually published Iraqi govern-
ment statistics on child mortality related to sanctions, not once did they raise a
voice about the baby formula rip-off.

SHAM INSPECTIONS

The inspection procedures for oil exports as well as for humanitarian imports
were toothless from the beginning. The inspectors had no mandate to prevent smug-
gling of oil out of Iraq, or smuggling of goods into Iraq. The inspectors had no man-
date to check the quality of food or medicines entering Iraq and usually failed to
check even the quantity of goods being imported. At the Jordanian, Syrian and
Turkish border crossings, hundreds of trucks entered Iraq daily with sanctions bust-
ing goods and left Iraq carrying sanctions busting oil. The inspectors could do noth-
ing more than tip their hat and wave their clipboard. This was an exercise in futil-
ity and many inspectors sunk into frustration or inebriation.

After studying and thinking about this program for several years, I have come to
the conclusion that the inspections regime established by the UN was window dress-
ing only. To be clear, I believe that UN officials set up the procurement as well as
the inspection regime of the Oil for Food program in such a manner as to allow Sad-
dam Hussein to personally profit from it. The Security Council was fully aware of
the potential for corruption under the program at every step of the negotiations.

WHY WAS IT ALLOWED TO HAPPEN?

Knowing the nature, both in cruelty and corruption of the regime they were deal-
ing with, why would these international officials allow such a system to come into
place? First there is a certain anti-American predisposition that has built up over
decades within the UN. This tends to look skeptically at US positions on issues and
more sympathetically at US opponents. This is not an unhealthy posture by itself.
Second, there was a perception that there was a catastrophic humanitarian situa-
tion in Iraq and that the population was on the verge of starvation. All of the data
upon which the assessments of the humanitarian situation in Iraq were made was
generated by the Iraqi government. It was also in the financial interest of the UN
humanitarian agencies to increase the amounts of funds allocated to Iraq. These fac-
tors contributed towards fostering an international public perception of impending
disaster. The third reason why international officials would agree to a system that
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profited Saddam Hussein is that they also stood to gain financially. Officials of over
100 countries, either profited illicitly from the Oil for Food program, failed in their
oversight duties to prevent corruption, or both.

What made the graft under the oil for food program different from other inter-
national financial scandals was the use of the illicit gains by Saddam Hussein. He
did not just fatten the Jordanian and Swiss bank accounts of his family and cronies,
though there was plenty of that. The illicit funds were also used to create a political
slush fund of global proportions. He bought presidents, prime ministers, legislators,
ambassadors, media and NGO officials, and actively funded the anti-sanctions cam-
paign.

COULD THE UN HAVE DONE ANYTHING?

With an Iraqi regime very experienced in corruption, a weak Security Council,
and officials and businessmen from dozens of countries eager to put their hands into
Saddam’s pockets, was it possible for the United Nations to do anything except ac-
quiesce to corruption? The answer is yes. In the face of all these cards stacked
against it, there was one essential ingredient to assist the Iraqi people as well as
battle corruption. The UN had to be lead by honest and courageous officials.

From 1996 to the end of the program in 2003, had the UN been led by honest
and courageous officials, they would have done the following.

o Instead of awarding the first major monitoring and banking contracts via a secre-
tive back-door process, senior UN officials would have insisted on adhering to
their own competitive bidding regulations and opened the process to public scru-
tiny. Had they done so the weak monitoring effort would have been exposed be-
fore the program began and the allegations of conflict of interest by the Sec-
retary General and his son would have been addressed.

e An aggressive effort would have been made to vet all contracts for price and qual-
ity. The Security Council had instructed the UN to do so, but they made token
efforts at best. Even the few contracts which UN officials found to be overpriced
were never acted upon by the Security Council. However, UN officials did not
have to be satisfied with just passing the buck to the Security Council. There
was nothing stopping them from releasing all contract data publicly. There
would have been some embarrassed businesses and member states, but the
practice of invoice padding would have been nipped in the bud.

e The whole process of selecting oil buyers should have been exposed to the light
of scrutiny with the public release of oil contract information and an insistence
by the UN that all oil purchasers publish shareholder or beneficiary lists. UN
officials again excused themselves by claiming that Iraq could choose its own
customers as long as those customers were also approved by the relevant mem-
ber state. As a result the UN found itself involved in financial transactions with
weapons dealers, money launderers, organized crime and terrorists. This was
inexcusable.

e UN monitors should have acted like the weapons inspectors and been far more
aggressive. UN personnel had the right and obligation to monitor any distribu-
tion of goods inside Iraq. The great majority of them never left their office and
relied exclusively on the government of Saddam Hussein to tell them where and
to whom the goods were distributed.

WE WILL BE PAYING FOR THIS FOR A LONG TIME

Even though the oil for food program was shut down nearly two years ago, the
scandal is not receding into history. The oil for food program took place during the
former Soviet Bloc’s transition from a command to a competitive economy. It took
place during a generational change in many of the ruling families in the Middle
East. It took place during the emergence of new economic powerhouses China and
India. During times of political and economic ferment, these countries were major
players in the oil for food scandal. Officials from all of these countries, who may
be in power for decades to come, took away a clear lesson. The ground rules of the
new global economy have not yet been written in stone. While some argue for trans-
parency, accountability and a level playing field, others maneuver for insider advan-
tage and see bribery and corruption as acceptable business tools. The oil for food
program gave a tremendous boost towards the institutionalization of corruption
within the global economy, the repercussions of which have barely begun to emerge.

Mr. WHITFIELD. Thank you very much.
Mr. Smego.
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TESTIMONY OF D. ROBERT SMEGO

Mr. SMEGO. Good afternoon, Mr. Chairman. My name is D. Rob-
ert Smego. I was retained by the House Energy and Commerce
Committee earlier this year to review, identify, and translate docu-
ments it provided to me. I am an Arabic linguist knowledgeable—
excuse me. I'm a linguist knowledgeable in the Arabic language.

The House Energy and Commerce Committee’s majority counsel
asked me to identify by topic and translate documents regarding
Oil-for-Food, in particular, Iraqi State Oil Marketing Organization
documents that had been scanned on to DVDs and memoranda pre-
pared by the Iraqi Intelligence Service.

With the assistance of a native Iraqi linguist, I translated 49 doc-
uments from more than 23,000 pages that I have reviewed for this
committee. The translated documents presented today accurately
reflect the original text. I have not corrected the English trans-
lations of grammatical errors such as run-on sentences, indefinite
pronouns, and sentence fragments that result from the melodious
flow and verbose nature of Arabic. I avoided summarizing, para-
phrasing, or making analytic substitutions for the original lan-
guage. Any redactions in the original documents were maintained
in the translations.

I was asked to translate and interpret specific documents; I was
not tasked to perform any broader analysis or develop a profes-
sional judgment about the broader context of these documents. The
guidance of the majority counsel was to sift through large volumes
of material looking for references to particular topics and to trans-
late the documents selected for presentation to the committee. The
documents presented here today provide useful insight into the ac-
tivities of the former Iraqi regime.

Thank you, Mr. Chairman. I am pleased to appear before this
subcommittee, and will be glad to address the questions within the
scope of the work I performed for the committee. This concludes my
opening statement.

[The prepared statement of D. Robert Smego follows:]

PREPARED STATEMENT OF D. ROBERT SMEGO

Good afternoon, Mr. Chairman. My name is D. Robert Smego. I was retained by
the House Energy and Commerce Committee earlier this year to review, identify
and translate documents it provided to me. I am a linguist knowledgeable in the
Arabic language.

The House Energy and Commerce Committee’s Majority Counsel asked me to
identify by topic and translate documents regarding Oil-For-Food, in particular Iraqi
State Oil Marketing Organization documents that had been scanned onto DVDs and
memoranda prepared by the Iraqi Intelligence Service. With the assistance of a na-
tive Iraqi linguist, I translated 49 documents from more than 23,000 pages that I
reviewed for this Committee.

The translated documents presented today accurately reflect the original text. I
have not corrected the English translations of grammatical errors, such as run-on
sentences, indefinite pronouns, and sentence fragments that result from the melo-
dious flow and verbose nature of Arabic. I avoided summarizing, paraphrasing, or
making analytic substitutions for the original language. Any redactions in the origi-
nal documents were maintained in the translations.

I was asked to translate and interpret specific documents. I was not tasked to per-
form any broader analysis or to develop a professional judgment about the broader
context of these documents. The guidance of the Majority Counsel was to sift
through large volumes of material looking for references to particular topics and to
translate the documents selected by the Majority Counsel for presentation to the
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Committee. The documents presented here today provide useful insight into the ac-
tivities of the former Iraqi regime.

Thank you, Mr. Chairman. This concludes my opening statement. I am pleased
to appear before this Subcommittee and will be glad to address questions within the
scope of the work I performed for the Committee.

Mr. WHITFIELD. Thank you, Mr. Smego.
Dr. Gordon, you are recognized for 5 minutes.

TESTIMONY OF JOY GORDON

Ms. GORDON. I appreciate the opportunity to speak before this
committee. My background is in political philosophy and law. I
have been doing research on economic sanctions for 7 years. Over
the last 5 years, I have published on the Iraq sanctions in the Yield
Journal of International Human Rights Law, Ethics and Inter-
national Affairs, Middle East report, Le Monde Diplomatique, and
Harper’s Magazine. I am currently completing a book on the Iraq
sanctions regime for Harvard University Press.

I would like to begin by mentioning a crucial distinction between
the U.N. Taken broadly and the Security Council. Many of the ac-
cusations that have been lobbied against the United Nations re-
garding the Oil-for-Food program, in fact, go to decisions on the
part of the Security Council itself or actions or failures to act on
the part of the member states of the Security Council. I would like
to briefly address a common misconception. It is often said that
there was no oversight or monitoring or accountability in the Oil-
for-Food program. That’s incorrect. There were, by my count, seven
levels of oversight and monitoring. All of these are publicly avail-
able. At the first level was something called distribution plan; be-
fore Iraq could contract for a single item, it had to submit an
itemized list of every single item it wished to contract for in the
next 6 months. Those distribution plans are and have always been
posted on the OIP Web site. They are not a secret. Every item was
approved.

The next thing was that once Iraq contracted, the contract ini-
tially went through the OIP and then to every single member of
the Security Council. Every single member of the 661 Committee
had the right to block or delay or question any contract indefinitely
for any reason. In those cases where there were concerns, for exam-
ple, the U.S. was primarily concerned with security issues, the U.S.
could block a contract, and it did so for $5.4 billion of contracts.
The U.S. and to some extent the U.K. Could delay contracts by ask-
ing for information, and in many cases those requests for informa-
tion delayed contracts by as much as 2 years. So it was more than
possible for the United States to intervene in blocking or delaying
any contract that raised any concern to the U.S. in any form.

Next, once the goods were purchased, all funds went directly
through an escrow account. There were no legal funds that went
through the Iraqi government at all. Funds were—oil proceeds
went to an escrow account; contracts were paid from the escrow ac-
count. There were onsite inspectors Cotecna and Lloyds Register,
for the goods’ arrival. And, finally, there were hundreds of U.N.
Staff on the ground in Iraq to document of the distribution of
goods, the use of goods, whether they arrived at the end user,
whether they were consumed by the end user correctly.
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Oil sales similarly had multi levels of supervision. The Iraqi gov-
ernment it is sometimes said was free to pick prices and to set
prices low. That is patently incorrect. It had no such authority.
SOMO had the authority to propose a price. The pricing formula
for each month period was reviewed by the oil overseers. If the oil
overseers found it to be consistent with fair market value, it rec-
ommended approval to the 661 Committee. The 661 Committee,
again, every member had the right to block the approval of that
formula at any time. It did not require consensus, it did not require
agreement of any others.

The companies who were contracting for oil sales similarly went
through the same process. Every company had to be registered.
Registration did not mean that OIP reviewed them; it meant sim-
ply that the permanent nation—the permanent mission of that na-
tion to the United Nations submitted a list, information about that
company, its name and address. Once it did that, then any member
of the 661 Committee could refuse to have that company on the
list. If the price was approved by the 661 Committee and the com-
pany had been approved by the 661 Committee, then the oil over-
seers went forward with the approval of the oil contract. Any mem-
ber of the 661 Committee, including the U.S., could stop the pricing
if it ever looked unfair or for any other reason. And it could block
any company if that company looked corrupt or for any other rea-
son.

Let me address some of the concerns that have come up repeat-
edly over the last year. There have been a lot of discussion about
the kickbacks, that contracts were routinely inflated by 5 to 10 per-
cent, and that that amount was received in cash under the table
by the Iraqi government. In fact—and it is often—the U.N. Is often
charged with a failure to supervise or negligence in permitting this
to take place.

That is not correct. In those cases where the price irregularities
were clear, U.N. Staff, the OIP staff went to the 661 Committee
and said: Here is a contract where the pricing is clearly improper.
Do you want to block it? It was not within the authority of the
United Nations’ personnel to stop the contract; it was only within
their authority to provide information to and to advise the mem-
bers of the 661 Committee.

It was the responsibility of the members of the 661 Committee
to block a contract for that reason or for any other reason. On those
more than 70 occasions where OIP staff identified such extreme
price irregularities as to clearly indicate kickbacks, it went to the
661 Committee. On none of those occasions did any member state,
including the United States, choose to take action to block that con-
tract. In cases where the—and those were in cases where the irreg-
ularities were glaring. In cases where the irregularities were 5 to
10 percent, they were difficult to detect, but even if they had been
detected we have to assume that the members of the Security
Council would not have been inclined to act any differently for
minor increases of 5 to 10 percent if they were not prepared to
block contracts where the price irregularities were very extreme.

Let us look quickly at oil surcharges.

Mr. WHITFIELD. Dr. Gordon, you are also about a minute and 15
seconds over. So if you could summarize, we would appreciate it.
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Ms. GORrRDON. Okay. As I said before, for the oil surcharges,
what’s—it is the case that for all oil sales—I'm sorry. Again, it was
the oil overseers, it was the staff of the U.N. That brought the oil
surcharges to the attention of the 661 Committee as soon as they
became apparent. That was in the fall of 2000. In that case, unlike
with the import contracts, the Security Council chose to respond
and to put in place a very Draconian measure. However, you can-
not lay blame on the U.N. Staff. In both cases, they advised the
Committee correctly. In one case, the committee chose to take ac-
tion; in the other case, it did not.

I would like to emphasize that the smuggling was by far the
largest amount of the illicit funds that went to Iraq by any meas-
urement, whether it is the GAO, the Volcker report, or the Duelfer
Report. And of the smuggling, about three quarters was through
Jordan and Turkey combined. That again, we now well know was
with the approval and full knowledge of the United States in par-
ticular. And [—and I will just end my statement there.

[The prepared statement of Joy Gordon follows:]

PREPARED STATEMENT OF JOY GORDON, PROFESSOR OF PHILOSOPHY, FAIRFIELD
UNIVERSITY

Mr. Chairman and distinguished members of the committee: Thank you for this
opportunity to testify before this committee. In taking on the difficult endeavor of
unraveling the complexities of the Oil for Food Program, this committee is under-
taking a tremendously important task, and it is a pleasure to be invited to con-
tribute to that work. This program, its successes and its failures, has broad implica-
tions for future US foreign policy, as well as for the future of the United Nations.

My testimony today is based on the research I have done in the field of economic
sanctions over the last seven years, including a close study of the Iraq sanctions
process from 1990 to 2003. In the course of my research I have become familiar with
the scholarly work on economic sanctions in general and on the Iraq sanctions in
particular, as well as much of the extensive body of documents generated in the
course of the Oil for Food Program. Over the last five years I have also interviewed
many of those involved in the 661 Committee—the committee of the Security Coun-
cil charged with overseeing the sanctions regime imposed on Irag—and the OFF
program.

Over the last year we have heard much about the failures of the Oil for Food Pro-
gram. A great deal has been blamed on the Secretary-General for what is seen as
an institutional failure on the part of the United Nations. As many have noted,
there have been failures on the part of nearly everyone involved with the program.
Most recently the Volcker Committee has explored the ethical problems involving
Cotecna; the possibility of serious improprieties on the part of Benon Sevan, the di-
rector of the program; and a critical concern about the scope of the program’s audits.

But in recent months there has been growing recognition of the extent to which
the Oil for Food Program, as well as much of the oversight, was in fact in the hands
of the Security Council and its member states—including the United States—not
the Secretariat.

In my testimony today I'd like to address a number of issues concerning the Oil
for Food Program and the accusations against it:

1. The effectiveness of the program
2. The magnitude of the accusations
3. Transparency and oversight

e Monitoring of import contracts

e Monitoring of oil sales

e Transparency
4. Sources of illicit funds

e Overland smuggling

e Maritime smuggling

o Kickbacks on import contracts

o Oil surcharges

e Iraq’s freedom to choose its trade partners
5. The Volcker Committee reports
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6. Who was responsible?
o The consensus decision making rule
e The US role
e The State Department’s defense of US support for Iraq’s illicit trade of Jordan
and Turkey
7. Conclusions

1. The effectiveness of the program

I think it is important to begin by recognizing that the Oil for Food Program, and
the UN staff involved, were in fact tremendously successful at raising the quality
of life for the Iraqi population, in very measurable ways. The nutritional intake
nearly doubled, and acute malnutrition in children dropped by half. The health care
system was much better able to meet the population’s needs—surgical operations in-
creased by 40%; polio was eliminated, and communicable diseases were substan-
tially reduced. Water and sanitation improved considerably, and electricity became
much more reliable.

We should be particularly conscious of the significance of these accomplishments
as we see how difficult it is been in the last two years for the US occupation author-
ity and the interim Iraqi government to achieve similar standards. This has been
particularly true as the security situation has deteriorated, and will probably wors-
en as funds for reconstruction are reallocated to security costs.

The fundamental goal of the Oil for Food Program was to improve the lives of
the Iraqi population through the import of critical humanitarian goods, and that
was unquestionably achieved.

The magnitude of the accusations

While it is common to hear that Saddam Hussein’s regime received $11 billion in
illicit funds through the Oil for Food Program (or more recently, $21 billion), in fact
the credible accusations are much more limited: that the former Iraqi regime ob-
tained somewhere between $2 billion and $4.4 billion through oil surcharges and im-
port contracts.

According to both the GAO reports from 2004 and the CIA’s report from last Sep-
tember, the bulk of the illicit funds that entered Iraq came from oil smuggling—
which took place prior to the Oil for Food Program, and after 1996 occurred entirely
outside the program. As earlier congressional hearings have made clear, Iraq had
ongoing trade with Jordan, Turkey, and Syria for many years.

The major GAO report maintained that from 1997 through 2002, the former Iraqi
regime acquired $10.1 billion in illegal revenues related to the Oil for Food Pro-
gram.”! $5.7 of this came from oil smuggling and $4.4 billion from illicit surcharges
on oil sales and commissions on imports.2 The report of the CIA’s Iraq Study Group
maintains that the bulk of Iraq’s illicit funds came from “government to government
protocols”—ongoing trade agreements between Iraq and other countries, in violation
of the sanctions. Iraq’s income from these, according to the report, came to some
$8 billion, while kickbacks from import contracts were estimated to be $1.5 billion,
surcharges from oil sales were $229 million, and private sector smuggling was esti-
mated at $1.2 billion.3

Thus, the most credible accusations—the GAO and ISG reports—maintain that
the Iraqi regime illicitly received at most $4.4 billion via some aspect of the Oil for
Food Program.

3. Transparency and Oversight

I'd like to address some common misconceptions about the program. Over the last
year we've heard people say many times that the Oil for Food program had no sys-
tem of oversight or monitoring, and that there was no transparency. It in fact had
an elaborate system of oversight, and there was an enormous amount of information
about the program and its operations that was not only available to the UN and
the member states, but in fact was maintained for the public on the web site of OIP
(Office of Iraq Programme), the agency established within the UN to house the Oil
for Food Program and the UN’s other Iraq programs.

1“United Nations: Observations on the Oil for Food Program,” Statement of Joseph A.
Christoff, Director, International Affairs and Trade. Testimony before the Committee on Foreign
Relations, U.S. Senate. GAO-04-65IT, p. 2.

2“United Nations: Observations on the Oil for Food Program,” Statement of Joseph A.
Christoff, Director, International Affairs and Trade. Testimony before the Committee on Foreign
Relations, U.S. Senate. GAO-04-65IT, p. 2

3“Comprehensive Report of the Special Advisor to the DCI on Iraq’s WMD,” 30 September
2004, Regime finance and procurement section, p. 23.
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It is important to understand that to the extent there were kickbacks or impropri-
eties within the program, this occurred not because of a lack of systematic moni-
toring; but rather took place in spite of an elaborate monitoring system. This moni-
toring system involved detailed oversight by members of the Security Council, in-
cluding extensive participation by the United States and the United Kingdom, each
of which received copies of all contracts made by the government of Iraq for every
purchase of humanitarian supplies and oil spare parts.

It was OIP staff—customs officers—who notified the 661 Committee of possible
kickbacks on import contracts, on more than seventy occasions. No member of the
661 Committee, including the US, then exercised its right to block or delay the con-
tract.

It was OIP staff—the oil overseers—who notified the 661 Committee of oil sur-
charges in October 2000. The US and UK then began withholding pricing approval
in response.

A. Monitoring of import contracts

Briefly, the multi-tiered monitoring structure for south/center Iraq+ was:

1. Distribution plan: Before an application could be submitted that would allow
Iraq to import goods, Iraq was required to submit an exhaustive list of every single
item it wished to import, identifying quantities and sectors where goods would be
used, and the justification for prioritizing these goods. The Distribution Plan then
had to be reviewed and approved by UN staff, often with modifications.

2. OIP review: Once a contract was negotiated between the Iraqi government
and the supplier, it was submitted to OIP. OIP staff reviewed it to see that it con-
tained all the information required by the 661 Committee, and corresponded to the
Distribution Plan

3. UNSCOM/UNMOVIC: The contract was also sent to UNSCOM (later
UNMOVIC) and IAEA, to determine if there were any military or dual use goods

4. 661 Committee review: The contract was circulated to every member of the
661 Committee.5 Each member had the option of delaying the contract, asking for
more information, or simply vetoing it.

5. Escrow account: Under the terms of the program as designed, no program
funds ever went directly through the hands of the Iraqi government. All proceeds
from legal oil sales went into a UN-held escrow account, and all import contracts
were paid for from this account.

6. On-site inspectors: Upon arrival in Iraq, the goods were inspected by Lloyd’s
Register (later Cotecna) to see that the quantities conformed to the contract

7. End use monitors: Once the goods were in Iraq, staff from the UN agencies
conducted thousands of site visits, surveys, and spot checks to determine if the
goods were being distributed equitably and efficiently, and to gauge the adequacy
of the program.

B. For oil sales:

1. The Iraqi government proposed pricing formulas, which were then reviewed by
oil overseers and submitted to the 661 Committee for approval.

2. Every oil contract, including the prices, delivery specifications, and all contract
terms, was reviewed by “oil overseers”—consultants from the oil industry, hired by
the Secretary General, with the approval of the members of the Security Council.
They advised the 661 Committee of any irregularities.

3. Every member of the 661 Committee had the opportunity to review any con-
tract. Any oil contract could be vetoed by any member of the 661 Committee.

C. Transparency

In many ways the program was highly transparent. There was a considerable
amount of information easily available to the general public at all times, and there
was even more information available to the members of the Security Council, which
was overseeing the program.

e The Distribution Plans, showing every item that the UN permitted Iraq to con-
tract for, for every phase of the program, were (and for phases 5-13 continue
to be) posted on the OIP web site

4Note that in northern Iraq the UN executed the program on behalf of the government of
Iraq, and in that capacity took over some governmental functions. In south/center Iraq, the Iraqi
government continued to perform normal governmental functions, but was monitored.

5Some goods that the Security Council considered uncontroversial were eventually put on a
“green list” that bypassed the committee (pursuant to Security Council Resolution 1409) but
went through all the other monitoring stages. However, where OIP staff found irregularities in
“green list” contracts, they then presented those to the 661Committee.
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e The Secretary General provided reports every ninety days on the program, includ-
ing detailed information on both oil sales and import contracts, and on the situ-
ation in every sector of the Iraqi economy and society, including health, agri-
culture and nutrition, education, electricity production, telecommunications,
transportation, de-mining. All of these reports were (and still are) posted on the
OIP web site

e For every 6-month phase, OIP posted charts showing the status of both oil con-
tracts and import contracts: for every sector of the economy, how many con-
tracts had been submitted, how many approved, how much had been delivered,
etc. All of these were posted for each phase on the OIP web site.

e OIP issued weekly updates with details of oil liftings, status of holds on particular
contracts, and other items. All of these were (and are) posted on the OIP web
site.

e The OIP web site also listed every Security Council resolution, Secretary-General
report, and every other major report on the program. These were (and still are)
posted on the OIP web site.

The transparency of the Oil for Food Program stands in marked contrast with the
way that the sanctions program had operated in the first half of the 1990s. From
1990-1995, Iraq was permitted to apply to the 661 Committee for permission to pur-
chase humanitarian goods (although it could not sell oil to generate funds). How-
ever, the 661 Committee was extremely inconsistent in what items it would permit
and what it would not; refused to generate any guidelines or criteria that would
allow suppliers or the government of Iraq to know what was permitted and what
was not; was often inconsistent, permitting a contract for certain goods, such as am-
bulance tires, on one occasion, and then a few months later denying a contract for
similar goods; and once it denied a contract, it would not provide the government
of Iraq or the supplier with any information as to why the goods were denied.

4. Who was responsible?

For many months now we’ve heard accusations leveled against “the UN” for allow-
ing Saddam Hussein to garner illicit funds through the Oil for Food Program. There
are some in Congress and elsewhere calling for Kofi Annan’s resignation. Yet the
Secretariat had no decision making role in setting the terms of the Oil for Food Pro-
gram. The program itself was a product of a Security Council resolution; all subse-
quent modifications to the program were established through Security Council reso-
lutions; and implementation of the program, including OIP, was overseen by the 661
Committee, which made the decisions regarding implementation.

Under Article 41 of the UN Charter, it was the responsibility of the Security
Council, not the Secretariat, to enforce the sanctions regime. The role of the Secre-
tariat was limited to execution of the program, as the program had been designed
by the Security Council; as well as providing the Council members with information,
and performing administrative functions. The Security Council and its members, in-
cluding the United States, played critical roles in allowing smuggling and kickbacks
to take place.

A. Smuggling

The bulk of Iraq’s illicit income, according to the GAO and the CIA’s Iraq Study
Group, was from smuggling: $5.7 billion according to the GAO, and $8 billion ac-
cording to the ISG.

According to the ISG report, the majority of this trade—$4.4 billion—was with
Jordan. A significant amount of illicit trade ($710 million) was with Turkey. Accord-
ing to the ISG report, in 1991 Jordan informed the Council of its intention to con-
tinue trading with Iraq, and the Council “took note,” but took no measures to rep-
rimand or prevent Jordan from going forward with large-scale, prohibited trade.
Similarly, in the case of Turkey, the Council turned a blind eye to large-scale illicit
trade. This included the US, which had a strategic alliance with Turkey. All three
US administrations over the course of the sanctions regime sent waivers to Con-
gress, asking that aid be continued to Jordan and Turkey despite their illicit trade
with Iragq.

B. Maritime smuggling

In addition to overland smuggling, there was substantial maritime smuggling as
well. The Multinational Interception Force (MIF) was charged with interdicting
ships engaged in illegal trade with Iraq. The MIF was created by Security Council
Resolution 665, which called upon member states with naval forces in the area to
intervene to enforce the sanctions.
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According to its reports, the MIF was quite active, boarding hundreds of ships
each year,® and there is no reason to suggest that it was incompetent or poorly run.
However, it makes little sense to blame the UN for failing to stop Iraq’s illicit oil
smuggling. There was no authorization for any UN entity to take actions to inter-
vene; SCR 665 only invited member states to take these measures.

The MIF involved some participation, at various points, from twenty or so dif-
ferent nations. But it was overwhelmingly dominated by US naval forces. The com-
manders at every point in the MIF’s history were US naval rear admirals or vice
admirals in the US Fifth Fleet.” The force itself consisted overwhelmingly of US
ships. In 2000, for example, the US contributed 86 vessels; the UK seven vessels;
Canada contributed one vessel for two months, and the Netherlands contributed one
vessel for one month.8 MIF commanders periodically reported to the 661 Committee.

Kickbacks on import contracts

OIP has been accused of failing to stop illegal kickbacks. However, OIP had no
authority to block improper contracts. It was authorized to request clarification in
the case of irregularities, and provide that information to the 661 committee. Only
the members of the Security Council had the power to block contracts. Where price
irregularities were clear, the customs officers of the OIP staff did in fact inform the
661 Committee, giving each member the opportunity to block the contract, or to ask
for further information before approving. On over 70 occasions, this was done. On
none of those occasions did any member of the Council—including the US—seek to
delay or block the contract for pricing irregularities.

D. Oil surcharges

In October 2000, while reviewing Iraq’s proposed pricing formulas, the oil over-
seers noted that the proposed formulas did not reflect fair market value. In their
contacts with potential oil buyers, they learned that the Iraqi authorities had start-
ed requesting payment of a surcharge of up to 50 cents per barrel. The oil overseers
reported both of these facts to the 661 Committee. In March 2001, the Secretary
General drew attention to this problem in a public report to the Security Council.

In response to this information, the US and UK implemented a “retroactive pric-
ing policy.” The normal practice in the industry, and for the Oil for Food Program,
was to set the price for the coming month. Under retroactive pricing, the US and
the UK withheld their approval for the price until the month had passed. This
meant that buyers literally were required to sign contracts for oil purchases without
knowing what the price was until after they were committed. The US and UK took
the position that this allowed the committee to determine retroactively what the fair
market value of the oil had been the previous month, and charge buyers accord-
ingly. Thus, the argument went, Iraq was receiving no more nor less than fair mar-
ket value; that eliminated the premia that went to middlemen; and consequently
eliminated the possibility that the middlemen would pay Iraq illicit surcharges.

The new pricing policies did in fact eliminate any margin for surcharges. But it
had another result as well: that oil sales were substantially compromised. Predict-
ably, few buyers were prepared to purchase Iraqi oil without knowing the price. It
did not help much to provide assurances that the price they were ultimately charged
would be “fair market value,” as determined by the 661 Committee. As a result, the
retroactive pricing mechanism created a financial crisis in the OFF program from
2001-2003. In 2001, oil exports averaged 1.7 million barrels per day. In 2002, the
average was 1.1 million BPD. By September 2002, that number had dropped to
400,000 BPD. The result was a dramatic shortfall in funding for humanitarian con-
tracts. As of February 2002, there were nearly 700 fully approved contracts, with
a value of $1.6 billion, for which there was no funding; and another $5.3 billion of
contracts on hold, awaiting approval; for a total potential shortfall of $6.9 billion.
One member of the 661 Committee noted that “exports are now so low that the pro-

6From 1994 to 2001, there were several hundred boardings per year; in 2002 and 2003, there
were over 3000 boardings per year.

7The commanders of the MIF were Rear Admiral A.K. Taylor (1991-1992); Vice Admiral D.J.
Katz (1992-1994); Vice Admiral J.S. Redd (1994-1996); Vice Admiral T.B. Fargo (1996-1998);
Vice Admiral C.W. Moore Jr. (1998-2002); and Vice Admiral T.J. Keating (2002-2003).

8In 2001, the US contributed 90 vessels, the UK contributed four, and all other participating
countries contributed one or two. In 2002, the US contributed 99 vessels, five nations contrib-
uted ten or more, and several other countries contributed less than ten.
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gram is on the verge of collapsing.”® Income remained at this reduced level for the
duration of the program.!0

E. Iraq’s freedom to choose its trade partners

The CIA’s report makes much of the “secret oil voucher” system, by which Iraq
designated oil purchasers. However, this appears for the most part to be simply
Iraq’s record-keeping system for exercising the rights it had under the terms of the
OFF program to select its trading partners. While it may be said that particular
purchasers should not have been approved, the fundamental decision to allow Iraq
to choose its oil buyers and import contractors—and the political leverage that ac-
companied that—was a decision made by the Security Council, with the participa-
tion and agreement of the United States. It may be that the Council felt that the
elaborate system of monitoring and the multi-tiered approval process would serve
as a sufficient mechanism of oversight. But the decision to allow Iraq to select its
trading partners was not a failure of judgment or oversight on the part of the Secre-
:csariat. It was a decision of the Security Council, with the agreement of the United

tates.

5. The Volcker Committee Reports

In its February report, the overall finding of the Volcker Committee regarding the
account discussed (the 2.2% account) was that it was run carefully and well. The
reports generated by the Independent Inquiry Committee chaired by Paul Volcker
have been by far the most rigorous and careful studies of the accusations against
the Oil for Food Program to date. Of the accusations addressed in the IIC’s reports
thus far, some concern the operation of the program; some concern individual acts
which did not have significant effects on the program; some improprieties served the
interests of the Iraqi government, and some did not.

e The most significant issue concerning the program’s structure was the claim that
the OFF program should have conducted internal audits. This issue raised by
the Volcker Committee goes to one of the fundamental problems in the basic
structure of the program: that it was a program created, designed, and enforced
by the Security Council under its powers in Chapter VII, but administered by
the Secretariat. There is no provision in the UN Charter for the Secretariat to
override or modify any decision by the Security Council, in any form.

Under the terms of the program’s mandate, contained primarily in Security
Council Resolution 986 and the Memorandum of Understanding, only external
audits were authorized. According to the February report of the Volcker Com-
mittee, these were conducted and submitted to the Security Council, as re-
quired. Under standard UN practice, contracts to which the UN is a party are
audited; but the import and export contracts in the OFF program took place be-
tween Iraq and commercial enterprises. While we may now say that internal
audits should have been conducted, or that the import and export contracts
should have been audited, that was not how the Security Council chose to de-
sign the program, and the Secretariat did not have authority to override the Se-
curity Council on these or any other aspects of the OFF program.

The other major issues discussed in the Volcker Committee reports released to
date do not indicate that program’s basic structure or operations were fundamen-
tally compromised:

e A great deal has been said about the claim that Kofi Annan’s son may have been
involved in the decision to award an inspection contract to Cotecna. But while
this issue has gotten enormous attention from the media, it is not a significant
factor in the operation of the Oil for Food Program. The Cotecna contract in-
volved a minor part of the program (the 2.2% account). Further, the accusation
is that the contract was improperly awarded to Cotecna; not that Iraq’s humani-
tarian imports were compromised by any practices of Cotecna.

e The improprieties in contracting identified by the Volcker Committee in the Feb-
ruary report indicate that the program was subject to a series of manipulations
for political purposes, but that these generally did not in fact serve the interests
of the Iraqi government. The report of February 3 notes that of the three major

9In June 2001 Iraq stopped producing oil in protest against a US proposal to modify the sanc-
tions regime, and in April 2002 Iraq again declared a moratorium, to protest Israel’s treatment
of Palestinians. However, the retroactive pricing mechanism was by far the major factor in the
financial crisis of the OFF program from 2001-2003.

10Income from oil exports increased steadily for the first eight phases, from $2.1 billion in
Phase 1 to $9.6 billion in Phase 8, which ended in December 2000. For Phase 9, the oil exports
fell to $5.6 billion; Phase 10, $5.4 billion; Phase 11, $4.6 billion; Phase 12, $5.6 billion; Phase
13, $4.4 billion.
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contracts under the 2.2% account, only one (the banking contract) was awarded
with the agreement of the Iraqi government; and that arrangement had the
support of the US and UK. The Saybolt contract was improperly awarded to a
Dutch company, on the grounds that the Netherlands supported the enforce-
ment of sanctions against Iraq. The inspection contract to Lloyd’s Register was
improperly awarded to a British company, through the influence of the British
Mission to the UN.

e The Volcker Committee gives evidence for serious concerns that Benon Sevan im-
properly received $160,000 through his involvement with one company that
bought Iraqi oil through the program. If true, Sevan’s actions would clearly be
improper and may be illegal as well. However, it is not clear that Sevan in fact
used his position to serve illicit interests on the part of the Iraqi government.
The Volcker report indicates that the Iraqi government wanted Sevan to use his
influence to persuade the Security council members to lift holds on oil spare
parts and equipment. The Volcker report notes that the Iraqi government was
disappointed that Sevan did not do so, and cancelled further oil allocations. In
fact, Sevan did argue for lifting holds on oil spares parts and equipment, on the
grounds that these were necessary for oil extraction. But that was also the posi-
tion held by the oil overseers, as well as most members of the Security Council.

6. Who was responsible?

A. The consensus decision making rule

Prior witnesses at these hearings have suggested that the consensus requirement
of the 661 Committee made it difficult to establish effective oversight of the Oil for
Food program. However, for the most part the consensus requirement in fact oper-
ated in exactly the opposite way: in the absence of consensus, the default position
was denial of import or oil sales, not approval. In most contexts, the consensus re-
quirement did not prevent unilateral US action. It was in fact the structure that
enabled the US to impose many policies and decisions unilaterally.

e Import contracts: All contracts (except those eventually included on the Green
List) were circulated to every member of the 661 Committee, and required the
approval of every member of the Committee. Thus, any single member could
block any contract, regardless of whether other members objected.

The United States unilaterally blocked massive quantities of import contracts,
citing security concerns. It was occasionally joined by the UK, but the over-
whelming majority of the holds (typically 90-95% at any point in time) were im-
posed by the US and the US alone.

e Qil contracts: the US, joined by the UK, used the consensus rule to delay approval
of oil pricing, and did so over the objections of others in the Council until Octo-
ber 2001, when the 661 Committee finally agreed to retroactive oil pricing.

e The negotiation of “rollover” resolutions (the Security Council resolutions extend-
ing the program for an additional six months) were occasions for dispute. On
one hand, there was considerable controversy over US holds on humanitarian
goods; on the other hand, the US and UK would raise the issue of smuggling,
and seek to include stronger measures against smuggling in the rollover resolu-
tion. On these occasions, France and Russia opposed such measures, arguably
because of their own interests. However, it appears that the US also had little
credibility on this issue with the committee, since the US did not want to en-
force such measures against its allies, Jordan and Turkey, but only against
other nations.

B. What was the US role?

The history of the program does not support the claim that the US was concerned
about illicit funds entering Iraq, or would have done more if it had not been stymied
by other members of the council. By all accounts, and based upon the US policies
and decisions, the US was singularly preoccupied with military concerns, in par-
ticular WMD.

e The US blocked billions of dollars of import contracts—$150 million as of Novem-
ber 1998, then growing to $5 billion as of July 2002. All of these were blocked
on the grounds that they contained items that could have military applications,
or else contributed to Iraq’s infrastructure, thereby creating the possibility of
rebuilding its military capacity.

There was nothing in the 661 Committee’s procedures that prevented the US
from blocking questionable contracts, for either imports or oil sales. To the con-
trary, the consensus rule was the mechanism that allowed the US to impose
far greater restrictions on import and oil sales than other members of the Secu-
rity Council supported.
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e The US declined to block any of the import contracts presented, on the more than
seventy occasions on which the US and the other member states were explicitly
informed by UN staff of pricing irregularities suggesting possible kickbacks.

e US officials did on occasion report rumors of kickbacks and ask for investigations.
However, when asked to provide specifics that could be investigated, US offi-
cials failed to provide any information on which to base an investigation.

e All three US administrations explicitly permitted large-scale illicit overland trade
between Iraq and Jordan, and between Iraq and Turkey, throughout the history
of the sanctions regime.

e To the extent that there was maritime smuggling, this occurred not through fail-
ures on the part of the UN, but rather on the watch of the US Fifth Fleet. The
MIF fleet was overwhelmingly made up of vessels from the US Fifth Fleet, and
was at all times commanded by US naval officers.

e The US approved the hire of every oil overseer hired by the Secretariat

e When the oil overseers—UN staff—informed the 661 Committee of pricing irreg-
ularities in oil sales, the US and UK implemented a harsh policy of retroactive
pricing. Far from being stymied by other members on the Council, this practice
began despite the objections of others on the Council.

e The US voted for Security Council Resolution 986 and agreed to the Memorandum
of Understanding, which gave the government of Iraq the right to select its
trading partners. This was crucial in permitting Iraq to use the OFF program
to generate political support.

e The US voted for Security Council Resolution 986, which only required the OFF
program to be subject to external audits, not internal audits.

C. The State Department’s defense of US support for Iraq’s illicit trade with Jordan
and Turkey

In the congressional hearings that have taken place over the last several months,
it has become known publicly what research specialists have known for the entire
Iraqi sanctions episode—that all three US administrations turned a blind eye to this
smuggling, and in fact took efforts to prevent the imposition of penalties under US
law.!! Despite more than a year of harsh attacks on the United Nations—particu-
larly the Secretariat—for claimed mismanagement of the Oil for Food Program, the
fact is that the bulk of the illicit funds that the Iraqi regime acquired in fact had
nothing to do with the Oil for Food Program.

It is clearly a matter of some embarrassment to the State Department that the
United States itself knew, approved of, and took efforts to protect the ongoing smug-
gling which generated the majority of these funds, specifically in regard to Turkey
and Jordan. The current response of the State Department is that this smuggling
was legitimate and transparent, unlike that smuggling, done by Syria, or other cor-
rupt practices such as kickbacks and bribery. Such a claim seems quite absurd in
light of the actual history of US policy choices.

e In light of the research conducted by Dr. Paul Conlon, who testified before Con-
gress last month, it is not correct to portray Jordan as being honest and above-
board, when there was evidence from nearly the beginning that Jordan mis-
represented its activities to the Committee on an ongoing basis. Indeed, it was
Dr. Conlon himself who wrote the report informing the 661 Committee of this.!2

e In the case of Turkey, it was precisely the fault of the United States that Turkey’s
ongoing illicit trade was not granted any legitimacy. Whereas other countries
on the 661 Committee repeatedly asked that Turkey’s appeal for relief under
Article 50 be considered, and Turkey placed this on the Committee’s agenda
over a dozen times, it was the United States (occasionally joined by the UK)
that blocked the Committee from considering Turkey’s request.

The State Department’s current position

In his testimony on April 12 before the House Committee on Government Reform,
Thomas Schweich of the State Department maintained that the large-scale ongoing
illegal trade that Iraq maintained with Jordan and Turkey was “in no way com-

11 As Mr. Schweich explained in his testimony, since 1991, under federal law there have been
restrictions on US assistance to countries not in compliance with Security Council sanctions
against Iraq. However, all three administrations filed waivers with Congress throughout the his-
tory of the sanctions regime, finding that it was in the national interest to provide aid despite
these violations.

12¢Data on Iraqi Trade/Rev.3,” memorandum dated 1 December 1993 from Paul Conlon to
James C. Ngobi
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parable to the kind of corruption, bribery, or kick backs” that have been investigated
by congressional committees.!3

According to Mr. Schweich, the 661 Committee’s decision to turn a blind eye to
Jordan’s smuggling was “not a back room deal.” Rather, he said, in 1991 Jordan
sought relief under Article 50 of the UN Charter, and the Committee never acted.
Consequently, Jordan informed the Committee that a loss of trade with Iraq would
cause considerable damage to its economy, and simply notified the Committee that
it intended to continue importing oil from Iraq. The Committee “took note” of this
without objection, and asked Jordan to report on its trade. Thus, according to Mr.
Schweich, “it wasn’t really secretive.” Similarly, according to Mr. Schweich, in 1996
Turkey requested Article 50 relief, also because of the consequences of sanctions on
the economy. He stated:

The Jordanian and Turkish protocols were done to alleviate economic hard-
ship, it was an exception to the sanctions regime because of the severe con-
sequences that a failing Jordanian and Turkish economy might have on the
world, it was done transparently, openly with the knowledge of the entire 661
Committee and the international community and for a valid purpose.

And to allow countries and individuals to equate that with the type of corrup-
tion that went on could seriously undermine our efforts to reform the UN that
are going on now.

Other countries, such as Syria, did not receive similar relief, according to Mr.
Schweich; Turkey and Jordan, by contrast, “came hat in hand, asked for Article 50
relief, and really did it by the book. Syria just engaged in massive fraud...”

Contrary to the State Department’s claims, the open smuggling was never consid-
ered legal. There was clear favoritism based upon US strategic alliances, not altru-
ism or international law; and the US in fact blocked attempts to grant proper,
transparent, legal relief under Article 50.

Jordan

In his 1996 article “How Legal Are Jordan’s Oil Imports from Iraq?” !4, Dr. Paul

Conlon wrote about this issue in great detail. He noted that:

e When India made a similar request, citing the Security Council’s approval of Jor-
danian trade, it was rejected. In a formal opinion “of considerable precision and
clarity” from the office of the UN’s Legal Counsel, “the Committee concluded
that an exemption would be illegal.” 15

e Although Jordan provided annual reports to the 661 Committee concerning its
Iraq trade, by 1993 it was apparent that these reports were not truthful. Jor-
dan’s official reports to the UN data base on world trade reported much higher
amounts.'¢ An internal report regarding these discrepancies was circulated to
multiple members of the 661 Committee, but the committee declined to discuss
it.17

e Research conducted in 1994 indicated that “considerable manipulation was in-
volved” in Jordan’s reports to the 661 Committee: Jordan’s actual oil imports
from Iraq—according to Jordan’s own reports to other UN bodies—were 81%
greater (in dollar value) than the amount it reported to the 661 Committee.!8

e There in fact was no transparency on this issue. Some countries believed that the
committee had actually granted Article 50 relief.!® While the illicit trade was
widely known, “[o]riginally, the pseudo-agreement’s existence was held to be a
secret. It was never mentioned in any published UN document.” 20

e The practice of “taking note” of Jordan’s practices, which occurred each year, had
no basis in any relevant legal authority, either Article 50 or paragraph 23 of
Resolution 687.2!

e This arrangement continued well past any legitimate concerns with Jordan’s in-
ability to obtain substitute oil supplies. Far from seeking alternate sources of
oil, Jordan actually increased its dependence on Iraqi oil during the sanctions
regime.22

13 All quotes from Mr. Schweich are from the Federal News Service transcript of his testimony
(unpaginated).

14 Florida State University Journal of Transnational Law & Policy, vol. 6 (Fall 1996).
151bid., p. 112.

16]bid., p. 115.

171bid., p. 116.

181bid., p. 117.

19Tbid., p. 118.

20Tbid., p. 115.

211bid., p. 114.

221bid., p. 116.
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In the case of Jordan, there was no transparency. An open secret of improper ac-
tivities is not “transparency.” Nor could the 661 Committee view this as legal, in
light of the legal opinion stating strongly that it was not.

Turkey

In a letter dated August 5, 1996, Turkey submitted a formal request to the 661
Committee for relief, citing the economic hardship due to trade disruption with Iraq
resulting from the sanctions. Turkey sought permission to resume oil imports, and
to in turn provide Iraq with goods for the civilian population. Far from supporting
Turkey’s appeal for Article 50 relief, the US delegate on the 661 Committee said
in an August 1996 meeting (meeting no. 142) that Turkey’s request would com-
promise the integrity of the sanctions regime, and that the matter should be post-
poned to a later time. The issue was raised again, and again, and again—in meeting
143 (August 28, 1996); meeting 144 (October 14, 1996); meeting 145 (December 3,
1996); meeting 146 (December 18, 1996); meeting 148 (January 28, 1997); meeting
150 (February 21, 1997); meeting 151 (March 17, 1997); meeting 152 (March 24,
1997); meeting 155 (May 14, 1997); meeting 157 (June 11, 1997); meeting 159 (July
17, 1997); meeting 160 (August 27, 1997); meeting 166 (January 4, 1998); meeting
171 (May 12, 1998); meeting 172 (June 18,1998); and meeting 176 (December 1,
1998).

As the issue dragged on for years, the US position remained unchanged. Again
and again, the US delegate reiterated the same position: that the view of the United
States had not changed, thus blocking any possibility of considering Turkey’s appeal
for relief in a public, legal, and transparent form.

It was the US who maintained that the Committee did not have authority to
grant a sanctions exemption to Turkey—over the opposition of others on the 661
Committee. In one instance, the US objected to a French proposal that the Secre-
tariat provide a report on the effects of the sanctions on neighboring states.23 The
delegates from China and Bahrain spoke in support of the proposal. However, the
US (joined by the UK) refused to agree, thus preventing consensus (effectively
vetoing) even a request to the Secretariat to provide information on the impact of
sanctions on Turkey and other nations.

Conclusion

In the cases of Jordan and Turkey, the State Department currently maintains
that the US did not approve of or participate in any impropriety, on the grounds
that these arrangements were transparent and honest. They were not.

7. Conclusions

e The bulk of the illicit funds that arrived in Iraq over the course of the sanctions
regime had no relation to the Oil for Food Program. They occurred through
large-scale ongoing smuggling, which began well before the OFF program, and
had no relation to the program at all.

e Contrary to common views, the Oil for Food Program did not “give Saddam Hus-
sein a free hand” to use oil proceeds as he wished, without oversight or moni-
toring. Rather, the OFF program had multiple levels of oversight for both im-
port contracts and oil sales, involving scrutiny by UN staff and by every mem-
ber of the Security Council, of nearly every aspect of every transaction. To the
extent that there were kickbacks or other improprieties in the program, these
occurred not for lack of oversight; but rather occurred despite an elaborate sys-
tem of oversight.

e Contrary to common views, the Oil for Food Program was not characterized by
an absence of transparency. In many regards the program was highly trans-
parent, not only to the members of the Security Council—which authorized and
supervised the program—but to the general public as well.

e Contrary to common views, the UN Secretariat was not responsible for what are
seen as the major failures of the program: the ability of Iraq to choose its trade
partners; the kickbacks on import contracts; the surcharges on oil contracts; the
large-scale smuggling. The design of the program, and the enforcement of the
sanctions, was in the hands of the Security Council and its members, not the
Secretariat.

e Contrary to common views, the US did not show significant concern regarding
smuggling and kickbacks. Rather, the US was preoccupied with blocking mili-
tary goods from entering Iraq. The US generally showed a lack of interest in
stopping illegal funds from entering Iraq, and this was particularly true where
US strategic allies were involved in illicit trade with Iraq.

23 Meeting 171, May 12, 1998.
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e It is not plausible to attribute the poor humanitarian situation in Iraq to the fail-
ures of oversight of the Oil for Food program. These kickbacks and oil sur-
charges are estimated to be at most $4.4 billion, over the seven-year course of
the program. What was far more damaging to Iraq’s economy and society were
the limitations that compromised oil sales (including retroactive oil pricing) and
large-scale holds on equipment and goods necessary for infrastructure and for
the operation of an industrialized society—electricity production, water and
sewage treatment, telecommunications, transportation, construction, industrial
production, agriculture. These were imposed almost entirely by the United
States. US holds on critical humanitarian and infrastructure supplies at just
one point in time—dJuly 2002—totaled some $5 billion. In the end, the total
goods that actually arrived in Iraq from the program’s inception through May
2003 came to only $4.6 billion per year, or about $191 per person per year. The
extreme impoverishment of the Iraqi population would not have been signifi-
cantly affected if that amount were increased to $200 per person per year,
which is approximately the difference that $4.4 billion would have made.

We may be shocked that as much as $4.4 billion in illicit funds slipped
through the oversight structures of the Oil for Food Program. But the reality
is that in the face of such severe, longstanding, and widespread impoverish-
ment, the actual impact of the kickbacks and surcharges that have been de-
nounced by many as a scandal of historic proportions was in fact negligible in
comparison to the economic sanctions themselves, and the additional strictures
imposed by the US and the UK.

Mr. WHITFIELD. Dr. Gordon, thank you very much. And I appre-
ciate the testimony of all of you. I might say that Gerald Anderson
will be testifying on the next panel, and I do know that in his testi-
mony he is going to say that the U.S. and Britain made 40 at-
tempts in formal and informal meetings with the 661 Committee
to address the oil surcharge problem.

Now, Mr. Smego, you testified that you reviewed more than
23,000 pages of documents or DVDs equivalent of 23,000 pages. Is
that correct?

Mr. SMEGO. That is correct, sir.

Mr. WHITFIELD. And these are documents from the Iraqi Intel-
ligence Service or the state oil ministry?

Mr. SMEGO. The 23,000 pages were actually from a larger
amount of 60,000 pages from the Iraqi State Oil Marketing Organi-
zation, otherwise known as SOMO.

Mr. WHITFIELD. And did you translate Iraqi Intelligence Service
memos?

Mr. SMEGO. Yes. I also did translate nine documents from Iraqi
Intelligence Service.

Mr. WHITFIELD. And, now, you were with the Iraqi survey group
for a period of time. When was that?

Mr. SMEGO. That is correct. I was there from April 2004 to Janu-
ary 2005.

Mr. WHITFIELD. Now, it appears that in some point in 2000, Sad-
dam Hussein began demanding a surcharge on Iraqi oil contracts.
During the course of your work, did you uncover any documents
pertaining to those oil surcharges?

Mr. SMEGO. Absolutely, sir.

Mr. WHITFIELD. And which exhibit is that?

Mr. SMEGO. Exhibit 1.

Mr. WHITFIELD. And what does that say?

Mr. SMEGO. Exhibit 1 is a handwritten document in English re-
garding contracts under the eighth phase of the Oil-for-Food pro-
gram stating that the buyer—it is between the seller and the
buyer—for the purchase of however many barrels of crude oil, and



30

that a payment of so much dollars per barrel would be charged as
a surcharge.

Mr. WHITFIELD. And paid either directly in cash or to a SOMO
bank account?

Mr. SMEGO. That is correct.

Mr. WHITFIELD. And who signed that document?

Mr. SMEGO. At the first page, at the top left of the document it
is signed by Amer Mohammed Rasheed, who was the minister of
oil at that time.

Mr. WHITFIELD. Okay. Now, during the course of your work for
the committee, did you examine any documents that purport to
show that Saddam Hussein and members of his regime used, or at
least attempted to use oil allocations under the program to influ-
ence individuals and entities?

Mr. SMEGO. Absolutely. Certain documents within the Iraqi In-
telligence Service, for example, document 3—excuse me, Exhibit 3
in 1998 states that Iraq was planning to take a portion of its oil
during the phase and distribute it to friendly companies and distin-
guished personalities. Approximately 80 million barrels “to the
friendly nations, companies, and political establishments,” at the
rates specified.

Mr. WHITFIELD. Okay. And that was Exhibit 2 or 3?

Mr. SMEGO. That was Exhibit 2. I stand corrected.

Mr. WHITFIELD. And Exhibit 2, does it also mention Russia,
France, and China?

Mr. SMEGO. Yes. At the rates of Russia receiving 40 percent,
France 15 percent, and China 11 percent of the approximately 80
million barrels.

Mr. WHITFIELD. And then on Exhibit 3, does it specifically men-
tion those countries as being a part of the permanent membership
of the Security Council?

Mr. SMEGO. Absolutely. Exhibit 3 is a disclosure of the oil alloca-
tions after the sixth phase. It is subtitled Special Orders.

Mr. WHITFIELD. Now, they refer I believe in that exhibit also to
standard oil—standard orders and specific orders or special orders.
What’s the difference in those two?

Mr. SMEGO. Underneath special orders, the committee can see
that certain entities and individuals are listed. They are non-
standard—they are not oil companies themselves. So one could cer-
tainly draw the conclusion that the standard orders were for the
oil companies, whereas the special orders were for those entities
that were not standard purchasers.

Mr. WHITFIELD. Now, is my understanding correct that, under a
special order, you can literally walk away from the contractual obli-
gation?

Mr. SMEGO. I would not be qualified to answer that.

Mr. WHITFIELD. Okay. Now, I want to ask you a few questions
about this Iraqi Intelligence Service documents. You mentioned
that you translated I think nine of those; is that correct?

Mr. SMEGO. Yes. Nine documents, sir.

Mr. WHITFIELD. Does it appear from those documents that Sad-
dam Hussein attempted to implement a strategy of improving rela-
tions with the French government?
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Mr. SMEGO. Certainly. By January 2002, under Exhibit 4, a
memorandum from the Office of the Secretary of the President
Abed Hamid al-Hattab, stated, and I quote: “the present leader,
God bless him, ordered the improvement of dealing with France.”

Mr. WHITFIELD. And did the IAS subsequently take steps to
carry out that directive from Saddam Hussein?

Mr. SMEGO. Yes, sir. The Exhibit 5 states, with the subject of
Iraqi-French relations, to prepare an Iraqi delegation to France in
exchange for an invitation of French delegations to Iraq. And that
specifically, under point number 5, economic privilege such as oil
and trade was to be given to French political and economic individ-
uals close to the center of political decisionmaking.

Mr. WHITFIELD. Okay.

Mr. SMEGO. There was also allegations of support—or at least, I
should say, number 7 specifies the study, the possibility to support
one of the candidates in the French Presidential elections.

Mr. WHITFIELD. Okay. Now, let me ask you. On exhibit 11—or
I want to call your attention to that a minute. This document pur-
ports to show that the regime, the Saddam Hussein’s regime subse-
quently refined their strategy on influencing French companies or
delegations, et cetera. Could you discuss for us what that says?

Mr. SMEGO. Absolutely, sir. By April 2002, point 2 approves the
granting of contracts to the French companies which are the most
important and influential in the French field. However, point 3 of
the document refines it in saying that: Regarding the subject of
doing business with the small French companies, it is understood
that the small companies are not beneficial to the country. Mean-
ing Iraq.

Mr. WHITFIELD. So they focused on large French companies?

Mr. SMEGO. Absolutely. The small companies apparently did not
pan out for them.

Mr. WHITFIELD. Now, did you find any documents during your
work for the committee that identified specific individuals that the
regime sought to target?

Mr. SMEGO. Yes, sir. Examples 6 and 7 are the best—Exhibits 6
and 7 are the best examples of such.

Mr. WHITFIELD. Now, Exhibit 6, what does it say in Exhibit 67

Mr. SMEGO. The subject of the memorandum, it’s dated in Feb-
ruary 2002 from the assistant director of the Iraqi Intelligence
Service to the director regarding Iraqi-French relations. They
named 12 French individuals of influence, among them the former
French president Valery Giscard d’Estaing, Charles Pasqua, Jean-
Pierre Chevenement. Please forgive my pronunciation of French
names. Jacques DeLors. And other individuals.

Mr. WHITFIELD. Now, did you find any documents showing that
any payments were made, for example, to Charles Pasqua?

Mr. SMEGO. The documents that I have presented here today, I
do not have anything that directly denotes a payment to Mr.
Pasqua. However, there were several documents regarding—or that
at least mentioned Mr. Pasqua in them. Among them, the first
would be Exhibit 13.

Mr. WHITFIELD. And according to the Duelfer Report, Mr. Pasqua
received allocations for 11 million barrels of oil, of which 10.75 was
actually lifted. But would you walk us through Exhibit 13?
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Mr. SMEGO. Certainly. Exhibit 13, the first bullet under which
states that: First of all, the subject is the French individual or dig-
nitary, Charles Pasqua, that Saddam Hussein personally approved
designating 3 million barrels of oil to Charles Pasqua. And that the
Frenchman Bernard Guyet, who represented Charles Pasqua also
visited and requested the contract be under Genmar Company. It
was a Swiss company. However, when the Iraqi side made it clear
that it was necessary to choose a French company, apparently Mr.
Bernard Guyet stated that it was not possible for political reasons.

Mr. WHITFIELD. And was there any additional information on
that page?

Mr. SMEGO. Absolutely. When the Iraqi State Oil Marketing Or-
ganization requested from Mr. Guyet a letter of authorization from
Mr. Charles Pasqua to Genmar for Genmar to lift the crude oil, Mr.
Guyet refused and clarified that they could not provide that be-
cause of a fear of political scandal.

Mr. WHITFIELD. Okay.

Mr. SMEGO. Subsequently, a few days later, Exhibit 14, a letter
from the office of the deputy prime minister reminds the SOMO ex-
ecutive director that Mr. Bernard Guyet is the diplomatic and polit-
ical adviser for Mr. Pasqua, and he represents him to receive the
oil allocation.

Mr. WHITFIELD. Okay. Now, are you familiar with a company
called Ibex Energy?

Mr. SMEGO. Yes, sir, I am.

Mr. WHITFIELD. During the course of your work, did you find any
documents relating to Ibex?

Mr. SMEGO. Yes, sir, I did.

Mr. WHITFIELD. Is Ibex a French company?

Mr. SMEGO. I would not be qualified to answer that.

Mr. WHITFIELD. Okay.

Mr. SMEGO. Exhibit 37, if you would, please. Now, the Iraqi docu-
ment does specify that Ibex Energy is a French company, but I
have not validated such.

Mr. WHITFIELD. Okay.

Mr. SMEGO. Exhibit 37 is a letter from the Iraqi vice president
Taha Yassin Ramadan, who addressed the letter to the minister of
oil approving the supply of Ibex with a quantity of 1.8 million—or,
excuse me, 1.8 million barrels of oil to be included in phase 5 spe-
cifically “as the beginning of doing business with this company as
well as to know the potential of advantage from their activities in
other fields.”

Mr. WHITFIELD. And then I notice on Exhibit 38 a payment of
$19,700 was made to a Portuguese citizen named Armando Carlos
for services rendered. Is that correct?

Mr. SMEGO. Yes, that is correct, it did appear on Exhibit 38.

Mr. WHITFIELD. And who is Mr. Carlos?

Mr. SMEGO. Mr. Carlos is apparently an oil inspector as reviewed
in Exhibit 39.

Mr. WHITFIELD. And what does Exhibit 39 point out?

Mr. SMEGO. Exhibit 39 is a letter from the minister of oil in April
2002 to the deputy prime minister stating that two additional
quantities of oil had been loaded from the Min al Bakar terminal
with the coordination of the oil inspector, the agreement with the
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oil inspector for his share of 2 percent of the profit of the additional
quantity in exchange for his services. And point 3 specifically
names that Armando Carlos has been paid $105,819 for both afore-
mentioned shipments.

Mr. WHITFIELD. Okay. I see my time has expired. So at this
point, I would recognize Mr. Stupak for 10 minutes of questioning.

Mr. STUPAK. Mr. Smego, in your testimony you were requested
to look for documents that referred to particular topics. Is that cor-
rect?

Mr. SMEGO. That is correct, sir.

Mr. STUPAK. What were those topics?

Mr. SMEGO. The majority counsel specified that we would be
searching the oil documents for transactions that would be from en-
tities or regarding individuals or entities from the United Nations
permanent Security Council member nations that did not appear to
have an established history in the oil trading industry.

Mr. STUPAK. So if an oil company would be an established entity
that had traded in the oil world market, you wouldn’t look at
those?

Mr. SMEGO. We generally went over the companies that did not
have a specific influence or any signs of outside influence or use
of oil for influence.

Mr. StupAK. Well, did you look for things like Coastal Oil? Did
you look for that entity.

Mr. SMEGO. Coastal Oil did appear. Coastal Oil documents were
very lightly referenced in those pages.

Mr. STUPAK. But they were referenced.

Mr. SMEGO. But we do not have anything that was presented
here today.

Mr. STUPAK. Why not?

Mr. SMEGO. It was not the discretion—or, excuse me; it was at
the discretion of the majority counsel.

Mr. StuPAK. What about Bay Oil?

Mr. SMEGO. Again, that would be at the discretion of the major-
ity counsel.

Mr. STUPAK. Did you see Bay Oil in there, though?

Mr. SMEGO. I do not recall any specific documents.

Mr. WHITFIELD. Mr. Stupak, I might just mention, in the binder
there are some letters from Oscar Wyatt of Coastal that was trans-
lated by Mr. Smego. I just would point that out to you. It is Exhib-
its 40 and 41.

Mr. STUPAK. So the documents you looked at, you were really di-
rected by the majority counsel to look at these documents and you
didn’t go much further than that?

Mr. SMEGO. There were 21 DVDs containing 60,000 pages. We
certainly had our hands full with the amount of pages, and to
quickly triage or at least have gone through 23,000, we hit what
we could.

Mr. StUuPAK. Okay. I guess what I am trying to focus on, how did
you focus your investigation; on what majority counsel told you, or
were you trying to get at companies that dealt with Iraqi Oil-for-
Food program that looked questionable?
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Mr. SMEGO. I brought documents to the attention of the majority
counsel. It was upon his approval that documents would be trans-
lated and presented.

Mr. StuPAK. Okay. Besides looking at these documents as far as
them being accurate, would you have any personal knowledge of
them being accurate?

Mr. SMEGO. Would you be saying authentic, or the translation?

Mr. STUPAK. Authentic. I am sure your translation is correct. The
authenticity.

Mr. SMEGO. I am not sure if I would be qualified to provide an
answer, based that I have not inspected the original document
itself.

Mr. StuPAK. Okay. Do you know whether the statements con-
tained in these documents like Exhibit 4 and 5 and 11 and 6 and
7, do you know if they are true?

Mr. SMEGO. I can simply state that the documents were written
by, or at least from the perspective of the Iraqi side, whether the
author of the Iraqi document put fact in there I am not aware. I
cannot confirm the facts. I can simply tell you what the document
states.

Mr. STUuPAK. Should we assume, then, that only the people who
wrote them and those who received them can really testify as to
their truthfulness or accuracy?

Mr. SMEGO. Well, I can simply tell you what the language states.
Whether to be confirmed or not, no in-depth analysis was per-
formed.

Mr. StupPAK. Okay. When you look at so many of these docu-
ments, some of these dates just seem to be off base. One date, and
then it is a year later you see another date. Like, take document
2 and 3, the ones you pointed out here. Take a look at No. 2. The
date on that document, if I am reading this right, is November 22,
1998. And then you look at document No.3 which you reference as
part of it, and that is a year later.

Mr. SMEGO. Yes, those dates are accurate.

Mr. STUPAK. So how do you tie these two into each other is, I
guess, what I am trying to figure out. On Document 2 you say Rus-
sia gets 40 percent, France 50, and China 11. And then you go to
document No.3 here and it is a whole year later.

Mr. SMEGO. That is correct, sir. In November 1998 the decision
was made to withhold a portion of the oil during that phase and
split it as we have—the document states. Exhibit 3 shows that a
year later, that the Iraqi State Oil Marketing Organization had put
together a spreadsheet outlining No. 1, 2 and 3, being Russia,
China and France, under the subheading of “countries of perma-
nent membership.”

Mr. StuPAK. Okay. In this whole deal here, when you talk about
individual profits, these individuals again, this, for Mr. Pasqua and
all that, whether they received that money you have no idea; right?

Mr. SMEGO. I do not have access, or I was not presented with any
documents regarding that. I can simply have the documents from
the State Oil Marketing Organization.

Mr. StUuPAK. Okay.

Dr. Gordon, if I can ask you this question. In your testimony you
seem to put all the blame on the problems with the Oil-for-Food
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program on the Security Council and 661 sanctions committee. I
call it the sanctions committee. Do you believe that the U.N. staff
and the Office of Iraqi Programs were aggressive enough in identi-
fying the problems and bringing them to the sanctions committee
attention?

Ms. GORDON. Yes. From everything I have seen I think that is
quite true. If you look at what is called the customs officer within
the OIP, they absolutely did find several dozen instances of clear
price irregularities and all of those occasions brought them directly
to the 661 committee. In the case of the oil overseers it was the
same. They noted very quickly when the oil prices were not con-
sistent with fair market value, immediately brought these to the
attention of the 661 committee. That is correct.

Mr. STUPAK. Mr. Fawcett, do you agree with that?

Mr. FAWCETT. No, I don’t. I think out of the 20,000 contracts for
the U.N. officials, to find 70 that were a problem, I think they
could have done that by the end of breakfast. The fact that these
were——

Mr. STUPAK. What would make a contract out of order, then,
other than price?

Mr. FAWCETT. I think price, the fact that there was no competi-
tive bidding, should have shown to anyone looking at this—to see
a company from a country that is closely allied with Iraq would im-
mediately raise the attention of an inspector or of a customs offi-
cial. Also, the great majority of the goods going in were commod-
ities. They were not difficult to price. It was not difficult to work
out what was the standard world price for a commodity; therefore,
what should the price actually be.

Mr. STUPAK. You said one of the things you look at is countries
closely aligned with Iraq. But 75 percent of that oil ended up back
here in the United States, and the United States really isn’t closely
aligned with Iraq.

Mr. FAWCETT. Correct. But we are talking about the contractor,
the first contractor. The game with the oil purchases was to allow
someone else to pay the kickbacks, not the major oil companies of
the world, not the refiners. Clearly, the end user would know there
is a problem, but they would not be the one paying the kickback
themselves.

Mr. STUPAK. And everyone knew there were kickbacks going on.

Mr. FAWCETT. Absolute, without a doubt.

Ms. GORDON. Mr. Stupak, I wonder if I might address this notion
that only 70 of the 20,000.

Mr. STUPAK. Sure.

Ms. GORDON. I understand Mr. Fawcett to be suggesting that
they weren’t working that hard to come up with that 70. I think
what is important to understand is that the Iraqi Government was
not stupid. If they had had extreme price irregularities and fre-
quency, that would have been noted. What they did do was pad the
contracts, for the most part, in fairly small amounts, 5 to 10 per-
cent, where the result of padding was often in contracts that were
made to order, that were built to specifications, for which there
were not in fact standard oil prices.
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I think what we see is not a failure to discern extreme pricing
irregularity, but in fact consistence in finding those. And no one is
seeing the irregularities when they were marginal, 5 to 10 percent.

I would also point out that by the history of what we have seen
so far, there is no reason to think that the Security Council would
have responded any differently if in fact OIP had presented more
contracts with price irregularities.

Mr. STUPAK. Mr. Fawcett, let me ask you this. In your longer re-
port, you stated that although the major oil companies stopped
buying Iraqi crude from middlemen after Saddam imposed a sur-
charge, BP and Exxon began to buy again after just a couple of
months and claimed they did not deal with companies that did pay
surcharges. Do you think their claims should be investigated? And
wasn’t the surcharge just passed on to the end user, basically the
American people?

Mr. FAWCETT. From all appearances, that is correct.

Mr. STUPAK. Do you think it should be investigated?

Mr. FAWCETT. I think someone should investigate, whether it’s
this committee or not. And if you do, I am glad to help.

Mr. StupAK. Thank you. It looks like my time’s expired Mr.
Chairman.

Mr. WHITFIELD. Thank you Mr. Stupak.

At this time I will recognize the chairman of the committee, Mr.
Barton, for 10 minutes.

Chairman BARTON. Thank you, Mr. Chairman. I have got some
general questions. Then I am going to have some specific questions
about the documents that are before the subcommittee this after-
noon.

My first general question is to Mr. Fawcett. Do you have any es-
timation of how many billions of dollars were skimmed from the
Oil-for-Food program?

Mr. FAWCETT. I think the estimates have continually risen. In
2002 we estimated it was about 2.1 or 2.2 billion. However, we
have not looked at the humanitarian supply side. So clearly it is
higher. I think the latest is up to 4, 4.5. And whether that is the
end or not, I doubt it. The one thing I've seen about this program
is it’s always worse than you think.

Chairman BARTON. Well, let me ask you a question. Regardless
of how many billions were taken off the top, how much of that
money, say we got a—if it could be proven that one of these offi-
cials got a personal voucher—and the one that is referenced in one
of the documents is this Mr. Pasqua—be allocated 3 million bar-
rels, well at $15 a barrel, that is $45 million. At $20 a barrel that’s
$60 million. If we could locate those funds, could they be recovered
and remitted to the current Iraqi Government?

Mr. FAwWCETT. Well, the vast majority of that money actually
went to the U.N. Account. We are only looking, on the kickback
you’re looking at maybe 50 cents a barrel, maybe less. So the type
of money there would be $1 million, $1.5 million. However——

Chairman BARTON. So the fact that he got the voucher, he didn’t
get the total proceeds.

Mr. FAWCETT. No, not at all.

Chairman BARTON. Even if we could prove it, nobody alleges that
he got the full value of those 3 million times whatever.
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Mr. FAWCETT. Not at all.

Chairman BARTON. He got some sort of a commission.

Mr. FAWCETT. That’s correct. However, to address your point of
the bigger picture of recouping Iraqi assets, let’s not forget that
over history and over time, over the last three decades, Saddam
has ripped off tens of billions of dollars, long beyond the Oil-for-
Food. The highest estimate we have heard is $140 billion. The Oil-
for-Food program is really only the latest, and that is what makes
it important because it provides a window into Saddam’s manipula-
tion over the last 30 years. And the most recent information that
we have, and this is why I think these investigations are very im-
portant, is they might lead us toward the money that he stole over
time.

Chairman BARTON. Well that’s my point. You made it better than
I could through questioning. That at some point in time, all the in-
vestigations by all the various committees, various international
bodies, not just the U.S. Congress, hopefully will result in an iden-
tification of recoverable assets.

Mr. FAWCETT. Absolutely. And that’s—again, the Oil-for-Food is
important because it is more recent. The old rip-offs have now been
turned into investments, into real estate, into stocks, into bonds,
into things that wealthy individuals invest in, much more difficult
to find. But if we see in the Oil-for-Food, we find the same mecha-
nisms, the same people involved that helped Saddam launder his
money back in the seventies and eighties, so instead of separating
this out and saying, well, he only ripped off this amount in the Oil-
for-Food and he smuggled this amount, actually the stories should
be merged in order to do the best for finding the ripped-off assets
and returning them to the Iraqi people.

Chairman BARTON. Well, step one is to identify the theft. Step
two is to recover the goods if we can identify where the stolen
goods were. And unfortunately, and it is frustrating and I think
members on both sides of the aisle share the frustration. We are
still in step one. I'd rather be in step three, going after the goods
and trying to get them back to the Iraqi people.

I want to ask Mr. Smego a question. The documents that you re-
viewed for this committee and that you have translated, is there
any reputable authority that disputes your translation?

Mr. SMEGO. I would encourage that if there is any doubt about
a personal—or a certain section of the translation, by all means
you can certainly seek a second opinion.

Chairman BARTON. No. I am just saying since you have done the
translations and they have been available, at least for review by
staffs and I would assume others in official capacities, is there any-
body out there that says you mistranslated them? Or can we stipu-
late that your translation is the correct translation?

Mr. SMEGO. There is no indication to me, no one has approached
me to say that these translations aren’t correct.

Chairman BARTON. As far as this subcommittee is concerned,
your translation can be considered to be a correct translation.

Mr. SMEGO. That’s correct. If another linguist were to translate
the context or the substance, the message would not change.
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Chairman BARTON. I know, Dr. Gordon, you are not a translation
expert, but do you have any reason to doubt the veracity of the
translations?

Ms. GORDON. No, sir. I don’t speak Arabic.

Chairman BARTON. Okay. Well, I just wanted to try to assert
that our translations are the correct translation.

Mr. SMEGO. One thing that I can suggest, sir, that with the as-
sistance of the native Iraqi linguist, when you pair a native Iraqi
speaker and a native English speaker and having actually two lin-
guists work on the document, you produce a far superior trans-
lation than any one individual could produce.

Chairman BARTON. Okay. On document No. 5 in our binder,
what—when we talk about the implications of this document, could
you enlighten us a little bit on the implication of this document No.
5 that the present leader, Saddam Hussein—God bless him and
protect him—has ordered the improvement of dealing with France,
and then Iraq is going to send official political and social delega-
tions to France; they are going to organize a roundtable in Bagh-
dad and Paris to develop the relationship between both countries.
The Foreign Minister is going to visit Paris, and tasking the Inter-
national Council and Office of Foreign Relations of the party to ap-
proach the most influential parties in France and the French Par-
liament?

And then item No. 5 on the second page of this document, do not
consider granting economic privilege, oil and trade, to those who
are not effective or do not have leverage. However, these privileges
will be given to French political and economic individuals close to
the center of the political decisionmaking. What does that imply,
this document taken as a whole, in your opinion?

Mr. SMEGO. Well, while I cannot specify as to what it implies, I
can reassure you that these are recommendations from the assist-
ant director of the Iraqi Intelligence Service, made to his boss, the
director of the Iraqi Intelligence Service, on how possibly relations
could be improved. Of note would be the director’s margin note that
is listed under the first margin note. The director questioned, how
do we begin? Where do we go with this? He is basically questioning
how to implement this plan and who the targets would be to influ-
ence. This memorandum followed subsequently Exhibit

Chairman BARTON. Well, if I wanted to imply—having read the
documents, if I wanted to imply that this would be considered an
official document of Saddam Hussein’s regime, that they wanted to
find out the people that counted in France and try to bribe them,
would that be a wrong implication? I'm not saying it’s a fact, but
if I were to read this document, do not consider granting economic
privilege to those who are not effective or do not have any leverage,
the fact that it says granting economic privilege would indicate to
me that at least somebody was thinking about bribing somebody in
the French Government if they thought they had leverage. Would
I be wrong to imply that?

Mr. SMEGO. I wouldn’t be qualified to judge that.

Chairman BARTON. Mr. Fawcett, would I be wrong to imply that?

Mr. FAWCETT. Well, without having seen the document it’s hard
for me to say. However, there is a lot of other corroborating evi-
dence to show that that was——
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Chairman BARTON. And I'm not saying it’s a fact. I'm just saying
a person of normal intelligence, if we assume that these documents
are correctly translated—and nobody apparently is asserting that
the gentleman to your left has improperly translated them—if you
just read the language and the plain meaning of it, it would imply
to me that Saddam Hussein was thinking about bribing people in
France if they were in a position of power. That is my implication.

Mr. FAWCETT. They also publicly went on the record long ago,
back in the late nineties, saying that they were going to skew the
contracts toward those political supporters internationally. So this
is not strange at all. This fits exactly in with their policy.

Chairman BARTON. Well, my time is about to expire. My last
question on this document 13, where the French dignitary Charles
Pasqua says the present leader, Saddam Hussein, God bless him,
approved designating 3 million barrels to him, the French dig-
nitary. Why in the world would the Iraqi Government give Mr.
Pasqua the concession for 3 million barrels? He’s not an oil trader,
that I am aware of. I mean, Mr. Stupak has pointed that out. So
why would they do that? Why didn’t they pick Congressman Joe
Barton, or you, or the good professor to your left? Why did they
pick him?

Mr. SMEGO. Is that question directed to me, sir?

Chairman BARTON. It is a question, yeah. Just out of the blue,
why did he get picked? Did he have any ability to influence things
in the French Government or maybe be an influence maker him-
self? If T were trying to influence the French Government, might
I pick him?

Mr. SMEGO. One might go back to Exhibits 6 and 7, No.2 of Ex-
hibit 6, subparagraph (b). The French Charles Pasqua was the
former Minister of the Interior and the French candidate for Presi-
dential elections in the current period. And it references that it
would be possible to approach Mr. Pasqua through the relationship
of Tarik Aziz.

Chairman BARTON. So he might be able to influence the French
decision on these sanctions, the position the French Government
might take in the U.N. regarding these sanctions and regarding
lifting the sanctions, mightn’t he?

Mr. SMEGO. That is what Exhibit 6 might mean.

Chairman BARTON. It might be money well spent if you were
Saddam Hussein. Might be. I think it would be. If I decided I want-
ed to bribe somebody in France, he’d be a good target.

Mr. Chairman, I yield back my time.

Mr. WHITFIELD. Thank you, Mr. Chairman. Mr. Waxman is rec-
ognized for 10 minutes.

Mr. WAXMAN. Thank you, Mr. Chairman. It seems that what we
have here is a story of smuggling going on, even though there was
an embargo and kickbacks, in the sale of oil, the proceeds of which
were supposed to provide food for the Iraqi people. Mr. Fawcett, is
that what we are looking at?

Mr. FAWCETT. Yes, that’s right.

Mr. WaxXxMAN. Okay. And the kickbacks, from what we know from
these documents and otherwise, were to whom? To countries, to in-
dividuals, to oil companies?



40

Mr. FAWCETT. The kickbacks were sent back to bank accounts in
Jordan largely. And the accounts were, depending on the humani-
tarian side, the accounts were registered to the relevant ministry.
And my understanding of the mechanism, that the signators from
that ministry, as soon as the money was received, sent it on to an-
other bank account of which they didn’t know much about, imply-
ing that it was going to either Saddam’s family or to the Iraqi in-
telligence.

Mr. WAXMAN. T see.

Dr. Gordon, was the U.N. supposed to be monitoring this whole
program to provide some kind of transparency?

Ms. GORDON. The whole program meaning the Oil-for-Food pro-
gram?

Mr. WaxMAN. The Oil-for-Food program.

Ms. GORDON. Again, I think you have to start by not speaking
of the U.N. as a whole. I think that it is easy to not see how things
function if you only look at, quote, the U.N. What is really impor-
tant is to look at what were the obligations and responsibilities of
the Secretariat, which included the OIP, the Office of Iraq Pro-
grams, and what were the responsibilities and obligations of the
Security Council. Obviously both are within the United Nations,
but as we talk these days about whether Kofi Annan should step
down or what the failures were on the part of Secretariat or wheth-
er the U.N. as a whole needs to be reformed, what is really crucial
is to say who exactly made what decisions, when. Who exactly had
what oversight responsibilities?

Mr. WAXMAN. What was the committee, the 661?

Ms. GORDON. It was a committee of the Security Council that
mirrored the Council. There were 15 members, one from each mem-
ber state of the Security Council. It operated by consensus, so any
member of 661 committee could veto any matter at any point for
any reason.

Mr. WAXMAN. And so they were supposed to oversee the program.

Ms. GORDON. That’s correct.

Mr. WAXMAN. And the U.S. was part of that?

Ms. GORDON. Yes, of course.

Mr. WAXMAN. And this committee signed off on all the deals?

Ms. GORDON. That’s correct. More than signed off. Had full
knowledge at every point. That was what the U.N. staff of the Sec-
retariat did, and did very well. They provided information. They
provided advising. If I could identify one particular decision of the
Security Council, as the Congressman before was looking at Mr.
Smego’s documents—and we have heard a great deal about the
vouchers that went to Russians, the vouchers that went to French
officials, and it is as though this is new information or somehow
surprising that Saddam Hussein would use oil sales to garner polit-
ical leverage. In fact, that was an explicit decision on the part of
the Security Council when it passed Security Council Resolution
986 on the memorandum of understanding, which is, it was an ex-
plicit decision to give Iraq the right to choose its trade partners
both for import contracts and for oil sales. It was understood at
that time that Iraq was likely to use that to get—for political lever-
age.
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As we see, the memo consisted of vouchers and secret vouchers.
In fact, as far as I can see, those vouchers are nothing other than
the bookkeeping device by which the Iraqi Government exercised
the right that the Security Council gave it to choose its trade part-
ners.

Mr. WaAxMAN. Would the U.S. have known about this?

Ms. GORDON. Of course.

Mr. WAXMAN. And so the U.S. Government, as part of the Secu-
rity Council committee 661, was aware that they were giving Sad-
dam Hussein the power to do the kinds of things he had done in
the past: provide corruption and kickbacks and such.

Ms. GOrRDON. Of course. I mean

Mr. WAXMAN. Let me just settle with that, of course, because I
wanted to pursue another matter with Mr. Smego, and maybe
someone else will follow up on this. Mr. Smego, the committee
asked you to review several documents from SOMO, the Iraqi State
0Oil Marketing Organization. And I'd like to ask you to review an-
other SOMO document which was handed to you by my staff, if I
may. First, could you please verify for the committee that this doc-
ument is on or purports to be on SOMO letterhead and is signed
by the General Manager of SOMO, Mohammad al Jabari?

Mr. SMEGO. No, I cannot.

Mr. WAXMAN. You cannot. In looking at it, does it appear to be
on SOMO letterhead?

Mr. SMEGO. I have never seen such letterhead.

Mr. WaxMAN. Okay. Have you ever seen SOMO letterhead?

Mr. SMEGO. Yes, I have.

Mr. WAXMAN. And this is different letterhead than SOMO com-
pany letterhead?

Mr. SMEGO. It is different from all of the other SOMO letterhead
that I have seen.

Mr. WAXMAN. It is different. Okay. Could you look at the high-
lighted text of this letter and verify that it says, SOMO purchased
gasoline to import into Iraq for approximately $1 per gallon. I be-
lieve the text reads quote, “U.S.D. 347 per metric ton delivered to
Baghdad, which is about $0.98 per gallon,” end quote.

Mr. SMEGO. I can verify that it is not in Arabic nor that I have
translated the document. It is the first time that I have ever seen
it.

Mr. WAXMAN. But you can verify that’s what it says on this piece
of paper.

Mr. SMEGO. In English, I see that; yes, sir.

Mr. WaxMaN. Okay. So SOMO, according to this document, was
importing gasoline into Iraq for less than %1 per gallon. And, Mr.
Chairman, I am going to ask that this letter be made part of the
hearing record.

Mr. WHITFIELD. I would ask the gentleman where did this letter
come from?

Mr. WaxMAN. Well, let me withdraw my request because I don’t
want to use up my time for questions.

Ms. Gordon, let me turn to you. Suppose a French company had
a separate contract to bring gasoline into Iraq, that this French
company was being paid out of Oil-for-Food funds and that that
French company charged not $1 per gallon but more than $2.50 per
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gallon. Would you agree that someone at least ought to examine
that discrepancy and figure out why a French company was al-
lowed to charge 250 percent higher than normal Iraqi price?

Ms. GORDON. I'm sorry. A French company to import——

Mr. WaxXMAN. If we found out a French company was charging
250 percent higher than normal Iraqi price, wouldn’t that discrep-
ancy call out for some examination?

Ms. GORDON. I suppose so.

Mr. WaxmAN. If I also told you this French company got this con-
tract in secret and that no other companies were allowed to bid on
it, wouldn’t that be a factor for someone to look into? Wouldn’t that
raise suspicion?

Ms. GORDON. I would expect so.

Mr. WAXMAN . Well, Mr. Chairman, this is not a hypothetical ex-
ample I invented. This is a real case. But it didn’t happen under
the Oil-for-Food program. It happened under the Development
Fund for Iraq under the Bush administration. And it wasnt a
French company, it was an American company; it was Halliburton.
The administration gave Halliburton its contract in secret, in a no-
bid process. It excluded all other companies. The Pentagon’s own
auditors have now determined that Halliburton overcharged by
more than $212 million under this contract. And even though the
administration paid Halliburton with Iraqi funds from the DFI, it
intentionally concealed these overcharges from the United Nations.

My point is not to detract from the Oil-for-Food investigation, but
to demonstrate that if these actions had been committed by a
French company or by the French Government under the Oil-for-
Food program, we undoubtedly would have had dozens of hearings
by now. But presumably because it is Halliburton and the Bush ad-
ministration, we have had none. This hampers the legitimacy of all
our efforts, and I hope the committee will remedy that disparity
very soon.

Dr. Gordon, how would you compare the transparency of the
American handling of the Iraqi oil funds with the transparency of
the U.N. handling or the Security Council handling the Iraqi oil
funds?

Ms. GORDON. Well, as I said earlier, there are seven levels of
oversight just for import contracts, and another set of separate con-
trols for oil sales. What is the case is that with the Oil-for-Food
program, to the extent that there were improprieties, they hap-
pened not because of an absence of oversight or accountability, but,
in fact as large as these numbers sound to us, they happened at
a marginal level. They happened around the edges. They happened
on isolated occasions and they happened despite an elaborate, con-
sistently implemented system of oversight at least on the part of
U.N. personnel.

By contrast, if you look at Security Council Resolution 1483,
which is the resolution that recognized that the occupation author-
ity systematically eliminates all of the forms of oversight that were
in place under the Oil-for-Food program, it replaces them with cer-
tain other forms of transparency in some cases, and some forms of
oversight are not replaced at all. And as I believe you mentioned
earlier, we have already seen a huge spate of reports coming out
from the inspector general of the CPA itself, from the Defense Con-
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tract Auditing Agency, and from KPMG Bahrain, which is the
auditor retained by the International Advisory Monitoring Board,
all of which indicate a level of corruption and mismanagement that
quite frankly dwarfs the most extreme of the accusations against
the Oil-for-Food program.

Mr. WAXMAN. Thank you. Mr. Chairman, I want to renew my re-
quest to put the letter in. And you asked where I obtained the let-
ter. The letter was

Chairman BARTON. Mr. Chairman, I object.

Mr. WAXMAN. I thought the chairman of the full committee indi-
cated that we work on a bipartisan basis and take documents

Chairman BARTON. I will do that. But I am objecting to this re-
quest because it has not been done on a bipartisan basis.

Mr. WAXMAN. Well, we did furnish it to the majority staff. And
if T might further tell you about this document, this was sent to
the staff.

Chairman BARTON. You can tell me about it off the record. But
I am going to object and I want to make a statement as soon as
your time has expired.

Mr. WAXMAN. Well, if you want to make a statement, then I
want to make a statement; because I don’t know what you are
going to say, but it sounds to me like a pretty negative one about
even trying to find out that SOMO has indicated to us through a
document they sent to us, that they were angry about Halliburton
getting so much more money than they were in providing gasoline
to Iragq.

Chairman BARTON. Mr. Chairman, I think the gentleman’s time
has expired.

Mr. WHITFIELD. I might also just add that on this document, in
and of itself, I see no mention of Halliburton in here at all. I mean
the name Halliburton does not appear anywhere in this document.
And I guess because the chairman has objected, so

Mr. WAXMAN. Well, Mr. Chairman, the other audits we provided
DCAA, the auditor for the Pentagon, has indicated that Halliburton
was paid from Iraq funds run by the U.S. administration in Iraq,
and they also indicated that there may be as much as $200 million
that have been overpaid in excess of what the gasoline would have
charged.

Mr. WHITFIELD. The other reports have been entered into the
record in their entirety and not by excerpt. But the gentleman’s
time has expired. And at this point I would call on the gentleman
from Texas.

Mr. WAXMAN. Point of order, Mr. Chairman.

Mr. WHITFIELD. Yes.

Mr. WaxMaN. The gentleman from Texas has had his time for
questioning. If he is going to be recognized, and I certainly don’t
object to it

Mr. WHITFIELD. No, I was getting ready to recognize——

Mr. WAXMAN. If he is going make a statement that pertains to
anything that I have asked about, are you going to out of order
allow me to—

Chairman BARTON. Parliamentary inquiry, Mr. Chairman. Does
the Chair have the right of recognition?

Mr. WHITFIELD. Yes.
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Cha?irman BARTON. Has the Chair recognized the gentleman from
Texas?

Mr. WAXMAN. I asked a point of order, which is a higher form
of parliamentary inquiry.

Mr. WHITFIELD. Just a minute. I was getting ready to recognize
Dr. Burgess of Texas for his question-and-answer period. So does
anyone object? If not, I am going to call on Dr. Burgess for his 10
minutes.

Chairman BARTON. Well, Mr. Chairman I thought you had recog-
nized me. Did you not recognize me?

Mr. WHITFIELD. I was recognizing the gentleman from Texas for
his questions. But I would be happy to recognize the chairman of
the committee.

Chairman BARTON. Okay. And I will yield to Mr. Waxman. But
I have a statement that I want to make and then I will be happy
to yield to the gentleman from California.

Mr. WHITFIELD. Okay.

Chairman BARTON. We have operated this subcommittee, as far
as I know, for the last 20 years under both Democrat and Repub-
lican, in a bipartisan fashion when it came to document presen-
tation. Now, I am told that the documents in the binder have been
shared with the minority staff for at least a month. If that is in
error, I need to be told that.

The documents the gentleman from California has twice tried to
get into the record have not been shared with anybody until they
showed up at this hearing. Now, if the gentleman from California
has documents that he wishes to be put into the record, if he would
share them with the majority staff in an appropriate fashion, in all
likelihood they would be entered into the record. But showing up
at a hearing and having these surprise documents asked to be put
into the record by unanimous consent is not going to be tolerated.
If you have got documents, share them with the majority staff and
we will work it out and we will put them in the record.

That is what I am objecting to. I am not objecting that you have
a document. And if it is a legitimate document, and is a part of the
hearing record it will be put in. But this is the second time, Mr.
Waxman, in one hearing that you have presented documents to go
into the record that I am told we have not seen until hearing. That
is what I am objecting to, and I will be happy to yield to my friend
from California.

Mr. WaxMaN. Well, Mr. Chairman, I have no knowledge when
you provided our staff with this binder, but we are told it was last
Thursday. But that is not the point for me. We, as part of the in-
vestigation on the Government Reform Committee, received the
documents from SOMO—which is of two pages—before this hearing
was ever called. The other documents

Chairman BARTON. Reclaiming my time. When did you share it
with the majority staff?

Mr. WAXMAN. Well, when we walked into the hearing.

Chairman BARTON. Today?

Mr. WAXMAN. Yes.

Chairman BARTON. Today. And how long have you had it?

Mr. WAXMAN. Well, let me finish what I am saying to you, be-
cause I think you are misreading what we are doing here. I had
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some questions about the other documents that I put into the
record which are already out, and I am sure each of these wit-
nesses has heard about them. And that is the Special Inspector
General Stuart Bowen’s report of maybe $9 billion having been lost
from the Iraq funds since the U.S. took over the Oil-for-Food funds.
This is not a surprise I have pulled on the committee. These are
documents that have been well reported in the press. And maybe
if the chairman would permit

Chairman BARTON. Well, reclaiming my time.

Mr. WAXMAN. Let me finish my thought.

Chairman BARTON. I have the time. I have yielded to you be-
cause I believe in a full and fair debate.

Mr. WAXMAN. And you have cut me at least two times.

Chairman BARTON. But it’s my time.

Mr. WAXMAN. You've cut me off two times.

Chairman BARTON. It’s my time. Now, you have been a valued
member of the full subcommittee since before I was even in the
Congress, I think. Now I don’t know how long you've been on the
subcommittee, but you have been on the subcommittee a long time.
You were a former subcommittee chairman of this committee when
your party was in the majority. You, more than anybody, know
that to have these investigations and these hearings, documents
and materials need to be shared. You, more than anybody, should
know that you don’t walk into a hearing the day of the hearing,
if you’re trying to be cooperative, and spring documents.

Now, if they are legitimate documents, they deserve to be a part
of the record. My objection is not whether these documents are
good, bad. My objection is that twice in one hearing, a senior mem-
ber of the minority, who’s a former subcommittee chairman when
you were in the majority, has tried to put documents in the record
without vetting them through the normal process. That’s my objec-
tion. If you're willing to stipulate that you’ll use the normal proce-
dure with the minority staff and Mr. Stupak and his staff on this
subcommittee, we won’t have a problem.

Mr. WAXMAN. Will the gentleman yield to me?

Chairman BARTON. I’ll be happy to yield.

Mr. WAXMAN. I want to point out the essential point that I made
in the very beginning. This is the 13th hearing on the Oil-for-Food
program from Iraq. And I am critical of the fact that we have had
zero hearings on the U.S. use of the Iraqi oil funds. And therefore,
I have raised the issue because it is an investigation that I and my
staff have been pursuing without any cooperation from this com-
mittee.

Now, I appreciate your berating me on an issue of whether I
shared these documents in time, which are already in public
record. But I am going to berate you because I think the Repub-
lican leadership should be looking into both issues, the Oil-for-Food
mismanagement and the mismanagement by the U.S. Government
of billions of dollars, $9 of which have been lost or laundered or ab-
sconded with under the direct jurisdiction of the U.S. Government.

So I hope you would take it into your thought process that per-
haps we ought to expand our investigation, and I'd be happy to
work with you on that.
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Chairman BARTON. Well, reclaiming my time. I am not aware of
one instance the gentleman from California has come up to me and
asked for my help or cooperation in anything you just said.

Mr. WAXMAN. Well, consider yourself asked.

Chairman BARTON. Maybe you have and I've just got a bad mem-
ory, which is quite possible. But I don’t recall it. Now, are you

Mr. WAxXMAN. I recall that we have had another hearing of this
committee on this issue, and at that time I raised the concern that
we were looking at the Oil-for-Food program and not paying any
attention to the U.S. administration of the Iraq oil funds. That was
on the record and we can get the transcript for it. You maybe didn’t
pay attention to it because I am only a Democratic member of the
committee. That may be true. But I think it’s worth investigating.

Chairman BARTON. Reclaiming my time, this member of the ma-
jority is the person who, on the House floor during the energy bill,
asked unanimous consent that you could offer your amendment,
when you weren’t on the floor to offer it. That is who this member
is. That is who this member is who has tried to go above and be-
yond to make sure that regardless of the majority or minority, if
you're a member of this committee, all your rights are adhered to.
The gentleman well knows that.

Mr. WAXMAN. And I appreciate that and thank the gentleman for
it. But this is not a personal matter. This is a matter of public con-
cern, and if we are going to look at the kickbacks and corruption
and use of funds that should be directed to helping the Iraqi peo-
ple, I think we are not only looking at one side of it, perhaps for
political purposes, justifiably so, because I think it is worth pur-
suing, but we also ought to look at the $9 billion that have been
lost or unaccounted for when the U.S. Government was in charge
directly, and the failure of the U.S. Government to handle in a
transparent manner, or even provide the U.N. the information
about what was happening there when we were operating pursuant
to a U.N. resolution.

I thank the gentleman for allowing the further discussion of this
matter. And if you still object for my document which I questioned
the witness to be in the record, I will accept that fact. But the gen-
tleman did have it before him and we will make it available to any-
one.

Chairman BARTON. I just want the documents vetted by the ma-
jority staff. And if the staff says they are acceptable, I am not op-
posed at some point in time to them being in the record. But I do
strenuously object to the process, and if we don’t get agreement on
the process, then there will be an objection every time on process.

Mr. STUPAK. Mr. Chairman, if I may.

Mr. WHITFIELD. Yes, Mr. Stupak.

Mr. StuPAK. Mr. Chairman, if I may, I would request that, No.
1, we give Mr. Waxman some time to lay a foundation on where
this document came from. If it’s part of a public record, I don’t
know why it would not be admitted into the record. And I would
ask that we give him 3 days or so to at least be allowed to submit
this for the record, provided a foundation can be established.

Mr. WHITFIELD. Well, I would ask that he vet it through our
staff. And then I would also just like to reiterate what Chairman
Barton said; and that is we do—have had a policy of sharing docu-
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ments, maybe not months in advance, but I know that this binder
on the Oil-for-Food program was provided 6, 7 days ago. And I do
think that it is not fair to bring documents up here that day, that
we have never seen, and start testifying from them. And particu-
larly in this document, there is nothing on this document whatso-
ever relating to Halliburton. Halliburton is not in any way ref-
erenced.

But at your request, I think that we will get the document and
work with the staff and make some decision. But at this point, an
objection has been made to admitting it into the record.

Mr. WAXMAN. Mr. Chairman, might I just point out that we are
talking about two pages? You have a binder of many other docu-
ments. I wonder what happens next. Are we supposed to submit
our intended questions of the witnesses to the Republican staff as
well, to see if those are going to be permitted to be asked? Because
it seems to me that that is the direction in which this committee
is going. And I certainly hope that is not the case.

Mr. WHITFIELD. I don’t think that’s necessary.

Mr. WAXMAN. But I had asked about it, this document. I would
be pleased to write a letter to the chairman and he can include it
in the record or not. But this is a document that we received from
the State Oil Marketing Organization that works for the Iraqis in
dealing with their oil, and they were getting paid a lot less than
what we were paying Halliburton to bring in gasoline into Iraq at
the same time, and that ought to be investigated. I wish the com-
mittee would investigate that as well.

Mr. WHITFIELD. Okay. Mr. Waxman, thanks for your comments.
Now, I want to call on the gentleman from Texas, Dr. Burgess, for
his 10 minutes of questions.

Mr. BURGESS. Thank you, Mr. Chairman.

Dr. Gordon, in reading through your testimony on paragraph 1,
the effectiveness of the program, you write, “I think it is important
to begin by recognizing that the Oil-for-Food program and the U.N.
staff involved were in fact tremendously successful at raising the
quality of life for the Iraqi population.” I'm sorry, I just find that
an incredible statement to make. I'm astonished by that. But you
back it up with measurement and I guess what I would like to ask,
if I could, is that you will provide us some documentation for the
statements that then follow.

Is this something that you have personal knowledge of, some-
thing that has been provided to you by the U.N. or UNICEF? Be-
cause it just doesn’t square at all with what I saw myself when I
was in the country of Iraq in August. You said the health care sys-
tem was much better able to meet its population’s needs. I was in
Al Majar Hospital in August 2003. That place was physically de-
crepit. There was no reliable running water. The sewer system was
just open into the courtyard . Flies were everywhere. The doctors
complained that the medicine they had under Saddam were worth-
less, and, in fact, they’d have suffered greatly if Kuwait hadn’t
started a massive humanitarian influx of medication to the country
of Iraq shortly after Saddam fell.

I was in their NICU. There wasn’t any piped-in medical gas nor
was there any provision for any medical gas. There was an infant
there, clearly a premature infant, probably small for gestational
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age as well, who clearly had what I would characterize as rather
significant respiratory distress syndrome and had no oxygen on. I
suspect that that child was probably dead before nightfall.

I'm sorry, but I don’t see that that is a good system that was
brought to the people of Iraq under the Oil-for-Food program. And
mind you, at the same time the palaces that we went into, granted
there was some damage from the combat phase, but the palaces
that we went into were absolutely spectacular, with marble over-
lays on everything, marble floors, certainly comparable to anything
we have here in the United States Capitol. So can I ask you to just
discuss that statement a little bit?

Ms. GORDON. Well, sir, I would be happy to do you the dubious
favor of giving you more than you would ever want to read on this.
You could start, if you want to, by going to the Web site for the
Office of Iraq Program. And you can at that spot download reports,
more reports than I promise you will want to read by UNICEF——

Mr. BURGESS. Well, reclaiming my time, because I do have sev-
eral things I want to get to. It certainly doesn’t square with what
I saw on the ground, and I'll believe my eyes before I'll believe a
U.N. Report. Mr. Fawcett

Ms. GORDON. Sir, I wonder if I could answer your question with
1 minute, which is to say what happened between 1996 and 2003
was that the situation, which was far far worse prior, was signifi-
cantly improved. Remember, there had been a collapse from 90 to
96. From 96 to 2003 the level of food, nutrition, nearly doubled.
The level of improvements in the health care system from 96 in-
creased significantly. Electricity availability increased significantly.
Availability of potable water increased significantly.

I'm not saying it’s a good system. I'm not claiming that at all.
I am saying, by every measurement of every humanitarian agency
there, between 96 and 2004, under the Oil-for-Food program, there
were substantial improvements in the quality of life.

Mr. BURGESS. Reclaiming my time, probably those are Saddam’s
statistics. But I'll just tell you, what I saw in the palaces was a sig-
nificant investment of capital. And if one-tenth of that capital had
been put into those hospitals, those children wouldn’t be suffering.

Mr. Fawcett, I'd like to ask you for your response to that.

Mr. FAWCETT. All of the statistics upon which these judgments
are made are Iraqi Government statistics. The U.N. reports in the
late- or the mid-1990’s that were used to raise the public aware-
ness of all the children dying and build the fear of the Security
Council that allowed that, forced them to give in to Saddam on
these, were later proved to be false. These U.N. reports were re-
tracted because they were based upon phony Iraqi Government sta-
tistics. That continued up till the time Saddam left.

Mr. BURGESS. Well, Mr. Fawcett, when you were giving your tes-
timony, you ran out of time. And I believe you made the statement
that you would like to talk about what the U.N. could have done,
and perhaps you could take a minute and just tell us that.

Mr. FAWCETT. I think the first thing they could have done was
not to circulate bad standards, circulate the Iraqi Government sta-
tistics aggressively, using them in a PR campaign to ease sanc-
tions. They knew the statistics were bad. Maybe they couldn’t do
anything about that, about the gathering of the statistics. But they
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did not have to actively disseminate them, knowing they were
false. So that is No. 1.

Second, the whole program should have had transparency. There
was none. There’s a lot of documents that were published, virtually
all of them are useless if you're trying to look into who’s making
money here and how are they making it. It’'s—the U.N. is great at
putting out reports. But there’s no detail in that report. There’s no
company names. There’s no pricing of the commodities, things that
the U.N. could have published anytime they wished. They did not
need Security Council approval to do so. They could have been very
transparent. In fact, when the Security Council was obstructive to
the United Nations, as they were, as I absolutely agree they were,
the U.N. could have gotten around that by just publishing docu-
ments and saying this is wrong. This is wrong. They failed to do
so. They kept saying this is proprietary information, when this was
a humanitarian program in a country under sanctions. The normal
business rules should not have applied as far as keeping data se-
cret. They could have published documents at any time. And had
they done so, they would not be in the bind they are now. All the
allegations of corruption against the Secretary General would have
been dealt with long ago.

Mr. BURGESS. I guess I do find it odd that the costs for baby for-
mula could be inflated by 25 percent in an organization that has
as its mission disseminating that product around the world. I
mean, how do you miss a 25 percent overcharge for Similac?

Mr. FAWCETT. That one puts me through the roof. It absolutely
does.

Mr. BURGESS. Well, let me just ask you a question that I know
is on the minds of my folks back home. Did the Secretary General
have no decisionmaking role in setting the terms of this program?

Mr. FAWCETT. I'm sorry. I didn’t understand.

Mr. BURGESS. Did the Secretary of the United Nations have no
role in setting the parameters for this program?

Mr. FAWCETT. The current Secretary General was the first one
to begin negotiations. The Iraqis actually liked him. He was re-
placed in 92 with another series of people that took a little bit
harder line, and the Iraqis didn’t like them. The Secretary General
at the time that the program came into play was clearly a friend
of the Iraqis, and that is another of the problems that we have seen
early in the program. They should have gone to a far more competi-
tive bidding process for the monitors and the banking. And now as
we see from the Volcker Commission, it was the Secretary General
himself that was manipulating the system.

Mr. BURGESS. Well, can you estimate the percentage of the kick-
backs that might have been prevented had more thorough price
checking been performed?

Mr. FAWCETT. I think at least half; without too much problem,
half of the kickbacks could have been prevented. And I base that
upon the fact that most of the goods going in are commodities. We
know that some of the most difficult ones, gas-fired turbines from
China, would be difficult to determine the price. Absolutely. But
wheat from Australia, baby formula, milk, medicines from Pakistan
or Switzerland, that’s easy to do.
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Mr. BURGESS. Well, besides just the dollars, were there any other
warning signs that Saddam was charging kickbacks on the goods
or contracts under the program?

Mr. FAWCETT. Shady operations. Companies with no backing, no
background. While it’s correct to say that it’s the member states
that put those companies forward, the U.N. Could have at any time
said this one looks shady to us. But instead, they found themselves
dealing with money launderers, with organized crime, and with ter-
rorists.

Mr. BURGESS. And as my time is about expire, any other issues
that the United Nations might have taken up to prevent this from
going as far as it did?

Mr. FAWCETT. Courage, which they failed at.

Mr. BURGESS. Mr. Chairman, I'll yield back.

Mr. WHITFIELD. Thank you, Dr. Burgess. At this time I will rec-
ognize Ms. Blackburn for 10 minutes.

Mrs. BLACKBURN. Thank you, Mr. Chairman.

Dr. Gordon, I think I'd like to come to you first. I want to—you've
talked a lot about the Oil-for-Food program and the comments and
the responses that you have made. And so the question I would like
to ask you is if you feel like, if I am understanding you right on
this, do you feel like—do you think—is it your opinion that the Oil-
for-Food program was adequately run, adequately and properly
managed and given appropriate oversight? And if so, would you
recommend that the United States participate in such programs in
the future?

Ms. GORDON. Again, I need to break it into which parts of the
U.N. had responsibilities.

Mrs. BLACKBURN. Go ahead. Very quickly.

Ms. GORDON. So specifically the decision to allow Iraq to choose
its trade partners. It was understood at the time that that would
give Iraq considerable political leverage. If the Security Council
members had not wanted to do that, it would have been easy
enough to design the program without that.

If you go to the other side of the fence, as it were, the U.N. staff,
whose only responsibility under the Secretary General was to mon-
itor, to provide information, to advise the 661 committee, not to
make substantive decisions and not to design the program itself, by
every account I've seen they did their job and they did their job
well. The program was not designed or created by the Secretary
General. It was created pursuant to Chapter 7 of the charter,
which puts it directly under the control of the Security Council.

Mrs. BLACKBURN. Okay. So 'm going to interrupt here. In other
words, what you're telling me, then, is with the monitoring and the
advice mechanisms, it is your opinion that it was adequately run
and adequately and properly managed.

Ms. GORDON. I would say the flaws that we have identified have
to do with——

Mrs. BLACKBURN. Okay. And would it be your advice that we em-
bark on such programs in the future?

Ms. GORDON. Well, I think comprehensive sanctions on any coun-
try are destructive.
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Mrs. BLACKBURN. All right. Okay. What do you know of the Iraq
steering committee and its administration of the Oil-for-Food pro-
gram?

Ms. GORDON. By the Iraq steering committee you mean the 661
committee? I am fairly familiar with how the 661 committee oper-
ates.

Mrs. BLACKBURN. Do you think we ought to bring them before
Congress? Do you think we should bring them before this com-
mittee to answer questions?

Ms. GORDON. My understanding is that so far the State Depart-
ment has declined to provide any of its participants on the 661
committee.

Mrs. BLACKBURN. Okay. Let me ask you something else then. Do
you think that there should be independent storage facilities to
store U.N. documents in order to investigate further occurrences?
Or, as we heard today, getting in behind this one might help lead
us to others and other abuses and things. So do you think we need
to set aside a facility to hold all of these documents?

Ms. GORDON. I have no opinion on the mechanics of where you
want to store documents.

Mrs. BLACKBURN. All right, thank you. You know—and I appre-
ciate your answers to my questions. I will have to tell you in my
district in Tennessee, if you want to talk about something that gets
the dander up of a lot of my constituents, it is talking about the
waste, the fraud, the deceit, the despicable acts that took place
with the formula program. That is, those are all things that really
cause people to be incredibly, incredibly upset. And I appreciate
your answering our questions.

Mr. Fawcett I would like to come to you, if I may, please, sir.
How extensive do you think the ties were between Sevan and Sad-
dam at the time that all of this was beginning to take place, and
how do you think it was that Sevan ended up being picked as the
OIP director?

Mr. FAWCETT. That’s a good question which I don’t think we
know the answers to.

Mrs. BLACKBURN. Okay. Do you have insight that you can pro-
vide me?

Mr. FAWCETT. No further than what the Volcker Commission has
come out with. However, I have encouraged the Volcker Commis-
sion to continue going down that path because I do not think we
have gotten to the end of it. One of the trails that needs to be pur-
sued is what is the money flow to Benon Savan, because I think
if we start to peel that one back, we may end up shedding light
again on longer-running money laundering structures of Saddam
Hussein.

Mrs. BLACKBURN. Okay. Let’s go, at the same point, to Chief of
Staff Riza and the relationship with Sevan. And do you think that
they collaborated and worked together on much of this, and on
some of the oil allocations?

Mr. FAWCETT. I haven’t seen anything that shows that they col-
laborated. My understanding of the way Mr. Sevan ran his oper-
ation was that he was very insular and was not out going and col-
laborating with a lot of other senior U.N. officials.
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Mrs. BLACKBURN. What role do you think that Chief of Staff Riza
might have played in the management of the program?

Mr. FAWCETT. I don’t really know.

Mrs. BLACKBURN. You don’t know. Okay. Do you think Kofi
Annan was aware of much of Sevan’s activities?

Mr. FAWCETT. I wouldn’t go as far as to say he was aware of the
illicit activities that have been alleged. However, he was fully
aware of the potential for that, fully aware that the Iraqis would
attempt to do just what they did, attempt to bribe senior public of-
ficials around the world and in the U.N. . So I think he is culpable
of not exerting executive authority over that program.

Mrs. BLACKBURN. Okay. And then Boutrus Boutros-Ghali, what
ties do you think exist between him and Saddam and administra-
tion of the Iraq escrow account; or do you think there were any?

Mr. FAWCETT. Certainly he had an awful lot of influence on the
selection of the bank. That has become clear from the Volcker in-
vestigation, which showed no transparency process whatsoever. It
was a manipulated process between the French and the Iraqis.

Mrs. BLACKBURN. Do you think the French Government played
a role in that?

Mr. FAWCETT. Yes, they did.

Mrs. BLACKBURN. Let’s see, I have got a couple of minutes. Mr.
Chairman, I yield back. Thank you.

Mr. WHITFIELD. You have no further questions?

I call on Dr. Norwood for 10 minutes.

Mr. NorwooOD. Thank you very much, Mr. Chairman.

I would like to tell you something about this hearing. It is the
most partisan one I've seen in a long time, and it is hard for
grownups to understand and solve a problem when half the group
is trying to change the subject. This is about the Oil-for-Food pro-
gram, and we do need to understand it, and our people at home
want to understand it.

Dr. Gordon, you are an associate professor, are you not?

Ms. GORDON. Correct.

Mr. NORWOOD. Are you a lawyer?

1\1/Is. GORDON. I am both. I have a Ph.D. In philosophy and a J.D.
In law.

Mr. NorwooD. How long have you been teaching?

Ms. GORDON. In a faculty capacity since 1993. I taught as a grad-
uate assistant prior to that.

Mr. NorRwoOOD. Do you get up to the U.N. a lot, spend a lot of
time up there?

Ms. GORDON. I conduct some interviews from time to time.

Mr. NOorRwOOD. Do you go up once a month or are you there an-
nually? I am impressed with your knowledge of the U.N. It sounds
like you are there every day.

Ms. GORDON. I'm not there every day.

Mr. NORWOOD. You are getting it from the Internet, I guess.

Ms. GORDON. I get documents from all sorts of sources.

Mr. NORWOOD. But you are having some pretty strong opinions
on documents from all sources, and I'm sort of curious about that.

Ms. GORDON. I'm also familiar with all of the scholarly literature
in this area. I have conducted dozens of interviews with U.N. offi-
cials and diplomats.
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Mr. NORwWOOD. Do you spend a lot of time up at the U.N. that
led you to believe some of the things that you have been saying
today? My understanding was you just decided to come testify Fri-
day morning, is that about right?

Ms. GORDON. I was called on Friday morning and invited to tes-
tify, and I accepted.

Mr. NOrRwWOOD. Do they offer to let you see these documents that
have been translated?

Ms. GORDON. No.

Mr. NOorRwOOD. You haven’t had an opportunity to read these?

Mr. NorwoOD. I would love it if you would and report back if you
have changes in attitude or thoughts about what your testimony is.

Ms. GORDON. These are the documents that Mr. Smego trans-
lated in the binder?

Mr. NORwOOD. Yes. The minority has that, and it would be help-
ful for you to read it. I would like to ask you if you think economic
sanctions are a good thing anytime, anywhere.

Ms. GORDON. In general, what the studies on economic sanctions
demonstrate is the most optimistic, which is the Huffnauer-
Shartenelli data base from the 1980’s and more recently the 1990’s,
that in about a third of the cases they are a factor in changing and
influencing the behavior of the target state.

Mr. NorwoOD. Did that lead to the document, Using a Pick Axe
for Brain Surgery, that you wrote?

Ms. GORDON. The title, which was——

Mr. NorwooOD. No, the subject.

Ms. GORDON. The title is a little inflammatory. The subject of
that particular paper is the notion that because economic sanctions
necessarily impact the civilian population that there is no way of,
let’s say just in war doctrine, discriminating between civilians

Mr. NORWOOD. Let me ask you—I can’t tell where you are on this
exactly. It seems to me that you believe everything in the Oil-for-
Food program worked perfectly and the U.N. acted correctly, or are
you saying all of the things stated actually have happened, things
that we are hearing today, things that none of us would be very
much for, but all of that could have been stopped if only the United
States would have stopped them? Where are you?

Ms. GORDON. I think it is probably not either of those two posi-
tions.

Mr. NORWOOD. Your testimony implies the first one. Your state-
ments and some of the things you said imply the second one.

Let me go to Mr. Fawcett.

Ms. GORDON. I wonder if I could have a chance to answer that.

Mr. NorwoobD. Hold it for a minute. I am watching the clock. I
will get back to you. Let me

Some people—Dr. Gordon is a good example—claim that the Oil-
for-Food program was tremendously successful in helping the Iraqi
people. Do you agree with that assessment?

Mr. FAWCETT. I don’t think we have any data to show how many
people it has helped and to what degree and qualitatively it has.
I would point out one survey that was done in the last year by the
U.N. in which the amount of people that they claim are totally de-
pendent upon their aid has dropped from 60 percent of Iraq to 25
percent, which means 35 percent of Iraq, 7 to 8 million people, are
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now far better off. So either this invasion was the greatest humani-
tarian act——

Mr. NorwoOD. The Oil-for-Food program is what I am asking,
though. Has that been successful?

Mr. FAWCETT. I don’t think we have any data to show what suc-
cess or failures it has had.

Mr. NorwoOD. What you are saying is you believe nobody could
actually determine that at this point?

Mr. FAWCETT. No one could determine it.

What the U.N. has constantly said is 60 percent of the Iraqi peo-
ple were totally dependent. In my experience in the humanitarian
field for 10 to 15 years, I have not seen any population of which
60 percent will sit in their homes waiting for food to be delivered.
It doesn’t happen.

Mr. NorwoOD. Dr. Gordon went on to state that the U.N. pro-
vided considerable information and data about the Oil-for-Food pro-
gram. Do you agree with that?

Mr. FAWCETT. The data that was essential to stop any of the cor-
ruption was not released. The only data that came out was inad-
vertently leaked from the U.N. on occasion. This is the data that
mentions company names and mentions pricing. None of the other
data is relevant to preventing corruption.

Mr. NorwooD. Well, it appears to me that we are not getting the
information or at least Congress is not getting the information as
required. Dr. Volcker would be a good example of that. So it
couldn’t very well be said that we are getting correct information,
at least in my opinion, from the U.N. Is it true that the Secretary
had no decisionmaking roles in setting the terms of the Oil-for-
Food program?

Mr. FAWCETT. That is not true. The Secretariat had ongoing
daily decisionmaking capacity. The oversight was by the Security
Council, and they could step in at any time. But all the data that
was being passed to the Security Council, the options for the pro-
gram, how it would change, were being provided by the U.N. itself.

Mr. NORwWOOD. Is the Secretary a hands-on kind of fellow? Does
he delegate and just sort of didn’t know what was going on or do
you think he knew what was going on?

Mr. FAWCETT. I think he knew what was going on, yes.

Mr. NORWOOD. Do you think the oil voucher system was mostly
a benign recordkeeping system of Saddam’s regime?

Mr. FAWCETT. Absolutely not. The recordkeeping system of graft,
of corruption and political slush fund, I don’t believe all members
of the Security Council knew of the existence or the details of the
voucher regime. I believe that only came out after the toppling of
Saddam.

Mr. NORwWOOD. Do you think we can prove that today? Do we
have enough information out and documentation out that we could
prove that?

Mr. FAWCETT. The existence of the voucher system or that——

Mr. NorwoOD. The voucher system actually worked and was
honest.

Mr. FAWCETT. When it first came out, there was skepticism be-
cause it came out in the Iraqi newspaper and maybe was pushed
by some of the Iraqi political factions. But the fact that the Duelfer
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or ISG report came out and looked at that in some depth gave me
more confidence to believe it is correct. We are now seeing many
investigations around the world, not just here in Washington, that
are starting to prove that this original document was correct.

Mr. NorwoOD. I will ask you one last one and perhaps a few in
writing, but this one is important to me. Did the retroactive pricing
of oil contracts cause oil exports to collapse as suggested by Dr.
Gordon and ultimately harm the Iraqi people?

Mr. FAWCETT. No.

Mr. NORWOOD. I am interested in that.

Mr. FAWCETT. You have to look at the time line. Iraqi smuggling
was ongoing at that period. It was really taking off. Iraq was not
as interested in exporting through the Oil-for-Food program as they
were making far more money from the smuggling through the pipe-
line. So the retroactive pricing, they could afford to stall, hedge and
wait. So I don’t think that that had a negative impact upon the
Iraqi populous; and, once again, if it did, we have no data, reliable
data to show it.

Mr. NorwooD. Why did we do retroactive pricing?

Mr. FAWCETT. In order to cut out the cutback or the premium on
the oil sales.

Mr. NorwooD. Explain that.

Mr. FAWCETT. The manipulation of pricing—oil was underpriced.
So if oil was supposed to be at $20 a barrel, the Iraqis and the oil
overseers would agree to $19.50 a barrel, which would be another
$.50 to fiddle around. Doesn’t sound like much, but on a tanker
load that is a million dollars. Retroactive pricing meant that the
buyer didn’t know what they were going to pay for it until after
they delivered it or at least after they lifted the oil. So it eliminated
that maneuvering of pricing.

Mr. NOorRwWOOD. Do you think that was a proper thing to do to
stop that kickback scheme?

Mr. FAWCETT. I think that was one of the options they had and
had to go with it.

I want to point out that for 2 years under this program the oil
overseers were a French expert and a Russian expert and for 1
year only the Russian was the oil overseer. When the new oil over-
seers were appointed, a Danish man and a Dutch, within 1 month
was when the Iraqis insisted upon having an overt premium.

Mr. NOorwOOD. Thank you, Mr. Chairman.

Mr. WHITFIELD. Thank you.

First panel has been here a couple of hours. I have about two or
three more questions to complete the record from my perspective,
and I will recognize Mr. Stupak. He has a few additional questions
as well.

First, Mr. Fawcett, under the voucher system, what the 661
Committee would see, it is my understanding, was a contract be-
tween SOMO and the oil company that did the lifting, but they
would not see or be aware of the underlying grant of oil to the indi-
vidual that Iraq wished to influence?

Mr. FAWCETT. That is correct. Not only would the 661 Committee
not see it but most likely U.N. officials would also not see it.

Mr. WHITFIELD. Now, Mr. Smego, originally I was talking to you
about Exhibits 6 and 7 and Saddam’s efforts to influence the
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French. One of the individuals that was identified was Roselyn
Bachelot. Did you find any documents that purportedly chronicled
meetings between the Iraqi intelligence service and Mrs. Bachelot?

er. SMEGO. Yes, Ms. Bachelot was noted in Exhibit 9, for exam-
ple.

Mr. WHITFIELD. What does it state in there?

Mr. SMEGO. In April 2002, a representative in Paris World wrote
a memo regarding his meeting with the French parliament mem-
ber, Ms. Bachelot.

Mr. WHITFIELD. What was her title or position?

Mr. SMEGO. Her position was the—she was the national assem-
bly deputy and spokeswoman for Chirac’s 2002 Presidential cam-
paign. The documents state as such, and the committee staff con-
firmed that as well.

Mr. WHITFIELD. Exhibit 12, would you walk us through that
quickly.

Mr. SMEGO. Exhibit 12 was a memorandum from May 2002 re-
garding the meeting of the French representative in Paris with Ms.
Bachelot stating that, number 2—point 2, she assured that the
French position opposed any American tax on the nation, and
France used the right of opposition. In parentheses following that
was a veto within the Security Council against any American deci-
sion regarding the attack on Iraq and that Iraq issued its state-
ment that it is prepared to offer financial support to Chirac for his
election campaign. The message was passed on to the financial offi-
cial of the election campaign.

But I do want to make clear that the offer of campaign contribu-
tion was declined by the——

Mr. WHITFIELD. No record of the campaign contribution?

Mr. SMEGO. There is no record within that document, but it says
the official declined it.

Mr. WHITFIELD. And then one other question. Vladimir
Zhirinovsky, I know there is some documentation of him. He is a
member of the Russian duma. From your translations, did he re-
ceive any oil vouchers?

Mr. SMEGO. Yes, Mr. Zhirinovsky received quite a few oil alloca-
tions. Specifically, Exhibits 23 through 30 specify the majority of
the Russian oil allocations to Mr. Zhirinovsky, who was the head
of the Russian liberal democratic party.

Mr. WHITFIELD. Thank you very much.

At this time, I recognize Mr. Stupak.

Mr. STUPAK. Thank you, Mr. Chairman.

Mr. Fawcett, are you the author of this Exhibit Number 42 in
our book, Sources of Revenue for Saddam and Sons: A Primer of
the Financial Underpinnings of the Regime in Baghdad?

Mr. FAWCETT. Yes.

Mr. STUPAK. Are you the sole author?

Mr. FAWCETT. There are two of us.

Mr. STUPAK. Have you done subsequent writing since then?

Mr. FAWCETT. I haven’t done much writing but a lot of research.

Mr. STUPAK. On this?

Mr. FAWCETT. On the Oil-for-Food.

Mr. STUPAK. Because I'm looking at some of these statements in
here, and what you are testifying to really looks a little different.
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Like on page 13 when we talked about the overseers and Russia
was in control and sort of insinuated that they had complete con-
trol, but the Dutch in the fall of 2000 were the overseers?

Mr. FAWCETT. By the fall of 2000, there were three.

Mr. STUPAK. Are you alleging that the oil overseers were in on
the oil surcharges?

Mr. FAWCETT. I am alleging—certainly not by the fall of 2000. I
don’t believe they were. Earlier than that, under the French and
Russian watch, I think there was an awful lot of underpricing of
oil. It had not yet gone out into the public. I do not have any docu-
mentation to show that the French or Russian oil overseers were
taking money.

Mr. STUPAK. You didn’t state that in the report. You talked about
the three overseers, one being the United States in there for
awhile, and then they resigned.

Mr. FAWCETT. When the U.S. oil overseer resigned after about 18
months of the program, it was the next month that the first fight
began on oil pricing between the Security Council and Iraq.

Mr. STUPAK. You didn’t say that in your report, and that’s what
we relied upon, and now your testimony is a lot different here
today.

Mr. FAWCETT. The report is 3 years old.

Mr. STUPAK. About 2 years old. Just over 2 years. That is why
I asked you if you have any subsequent writings to try to clarify
what you are saying.

Mr. FAWCETT. No. I think the oil overseers when they came—the
new oil overseers came in in the fall of 2000 is exactly the same
period of time when two other things were happening, the opening
of the Syrian pipeline and the Iraqis demanding an overt kickback.

Mr. STUPAK. On page 23 of your report, you said the second half
of 2000. Because France only went so far in advocating reform of
U.N. sanctions, rather than Iraq’s preferred option of lifting them
entirely, the French company saw their market share slashed dra-
matically.

Mr. FAWCETT. That is right.

Mr. STuPAK. The Oil-for-Food program, Saddam Hussein lever-
aged it for political gain and also for trying to lift sanctions?

Mr. FAWCETT. Correct. And he would try to leverage the French,
and one way of leveraging them was to pull away the support he
was giving them.

Mr. STUPAK. In this report, you talked a lot about the U.N. over-
sight and the lack of oversight and the 661 Committee or the
standing committee. Nowhere did you mention the Secretary Gen-
eral, but you talked a lot about him today.

Mr. FAWCETT. Right. This was a portion of the report that we did
not—or a topic we did not go into.

Mr. STUPAK. The stuff you said about the Secretary General, do
you have documents to back that up?

Mr. FAWCETT. Most of the allegations against the Secretary Gen-
eral have come out in the last year, the allegation about the impro-
prieties of his son.

Mr. STUuPAK. To make allegations is one thing, but to be able to
factually back them up is another thing. Do you have any docu-
ments to back them up?
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Mr. FAWCETT. The documents against the Secretary General in
the Volcker Commission are the worst. I have gone back in the his-
tory and the public record and found the activities of the Secretary
General vis-a-vis Iraq. Did not do it in 2002.

Mr. STUPAK. Do you have any documents?

Mr. FAWCETT. Plenty of documents.

Mr. STUPAK. We will ask you to produce those for the committee.

Since you are the author of this report, can you explain this to
me? The first year the Oil-for-Food program is found, page 17.
1997, U.S. Only took 13 percent of the Oil-for-Food program of the
oil, still the largest end user. By 1999, the U.S. portion had climbed
to 35 percent; and since September 11 the U.S. has been pur-
chasing well over 50 percent of all the Iraqi oil sold under the Oil-
for-Food program.

And you go on to say, and I am not clear either, not clear why
the U.S. purchased such large quantities of Iraqi oil in the wake
of September 11 and amid the heightened threats toward the Bagh-
dad regime emanating from Washington and this administration. If
we know the program isn’t working at solving what it is supposed
to solve and give humanitarian aid to Iraq and we are threatening
war against them and trying to blame them for September 11, even
though they had nothing to do with September 11, why would we
continue to buy oil to fill the coffers of Saddam Hussein? That are
tﬁe questions my constituents ask me, not this other stuff about
the U.N.

Mr. FAWCETT. We could not explain it. We had no explanation for
why we were doing it, which is why we reported that.

Mr. STUPAK. Dr. Gordon, I only have a few minutes left, but
every time you tried to answer a question, you got cutoff. Any of
those questions you want to explain from Dr. Burgess, Mr. Nor-
wood or Ms. Blackburn? And you didn’t ask this committee to tes-
tify? You were invited to testify.

Ms. GORDON. Yes, sir.

Mr. STUPAK. You were asked by this committee to testify. You
didn’t ask us to testify?

Ms. GORDON. I certainly didn’t do that.

If I could address a few points very briefly, and if I could address
a couple of statements Mr. Fawcett made for clarification.

When Mr. Fawcett and maybe someone else was talking about
the oil overseers after the American and Norwegian left and there
was only the French and Russian and there was implication there
that then they were being self-serving, that is incorrect. That’s not
how that committee worked. The way it worked for the oil over-
seers is that two oil overseers had to sign off on every contract, and
no oil overseer could sign off on any contract of his own nation.

Mr. STUPAK. Russia has their own oil and basically bought this
oil for food and sold it back to the United States?

Ms. GORDON. I am not familiar with that.

When it was down to two or when it was even at three or when
it was at two, then any time that a French contract came up or a
Russian contract came up, since there were not two oil overseers
from non-French or non-Russian countries to sign off on that, then
that was circulated to the entire 661 Committee. That is what hap-
pened when that occurred. There was a control in place. It’s incor-
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rect to suggest that there wasn’t, which specifically prevented self-
dealing in that form.

Second, I would like to comment on the representative from Ten-
nessee’s comment about the baby formula. With all due respect, an
increase in baby formula is not a major factor in child death in
Iraq. I will tell you what is a major factor, a lack of potable water.
That’s what spikes child mortality.

If you want to know what was responsible for the lack of potable
water, it was the absence of sewage and water treatment equip-
ment and, specifically, electricity to generate them. If you want to
look at what particular goods the United States blocked systemati-
cally throughout the sanctions regime including the Oil-for-Food
program, it was the electricity sector, communications sector,
transportation.

If you want examples of what, in fact, caused large-scale child
mortality in Iraq, it was such things as the U.S. blocking $200 mil-
lion of child vaccines. It was the U.S. blocking water tankers dur-
ing a period of drought in a country with high mortality from
water-borne diseases. It was the U.S. agreeing to approve a sewage
treatment plant in Iraq and blocking the generator to run it.

If T could address the issue of data, Mr. Fawcett has said there
was no reliable data on either the humanitarian situation or the
severity of it prior to the Oil-for-Food program. That is incorrect.
If you look at the scholarship of the leading medical demographers
and public health experts from Harvard, Columbia, and Johns Hop-
kins, published in the leading public health and medical journals,
you will see something very different. You will see measurements,
fresh data,not based on the Iraqi government, not based on the
Iraqi government’s data, which demonstrates both the severity of
the humanitarian situation as of 1996 and substantial improve-
ments that happened in the humanitarian situation under the Oil-
for-Food program.

And, last, I would like to address the claim that the Secretary
General had an ongoing daily decisionmaking process in the Oil-
for-Food program. That is incorrect. At every point the structure of
the program was determined by Security Council resolutions and
decisions made by the 661 Committee. The Secretary General had
no decisionmaking role in that. That was something because it was
a program under the auspices of Chapter 7 of the U.N. charter that
was entirely the creation and under the supervision and monitoring
of the Security Council.

Thank you for giving me the opportunity.

Mr. STUPAK. Mr. Fawcett, smart sanctions, which was U.N. Reso-
lution 1409, that sort of lifted any kind of control that was left in
this whole program, right, that was implemented May 14 to the
smart sanctions? Can you explain how that sort of lifted any inter-
national control?

Mr. FAWCETT. No. I am not up to speed on the smart sanctions
approach.

Mr. STUPAK. It’s found on page 20 of your report. Because you
said here, the new sanctions regime will actually weaken inter-
national control and facilitate increased hard currency opportuni-
ties for the Hussein regime in two ways. First, all efforts to in-
crease international monitoring or oversight of sanctions busting
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trade with Iraq were abandoned in the course of negotiations lead-
ing to the passage of the resolution; and, second, the streamlined
procedures will make it much easier for Iraqi officials to insist
upon kickbacks, on contracts supplying goods to the Oil-for-Food
program.

Mr. FAWCETT. I am with you now. That was a process by which
the oversight from the Security Council was lessened and more re-
sponsibility was actually put onto the Secretariat, upon the U.N.
officials, to approve contracts without having them go through the
Security Council. So whatever limited oversight the Security Coun-
cil had been providing previously, which was limited, was de-
creased.

Mr. STuPAK. No way in the Security Council or any form in the
U.N. does the Secretary General have a vote on the Security Coun-
cil or anything?

Mr. FAWCETT. No.

Mr. WHITFIELD. Gentleman’s time has expired.

Mr. Stupak and I had two opportunities. If there is anyone else
who wants to ask a question, then we will terminate this panel.
Mr. Burgess was recognized first. Mrs. Blackburn.

Mrs. BLACKBURN. Thank you, Mr. Chairman. I did have just a
couple more questions that I wanted to come back to now that we
are through this, and I know we are all ready to hear from Mr. An-
derson.

Dr. Gordon, I would like to come back to you. You have a great
deal of knowledge of the inner workings of the U.N. and seem very
supportive of what you saw carried out in this program. It had
been reported and we had heard that Chief of Staft Riza had shred-
ded some documents that were related to the program. Do you
know if he had the authority to shred those documents and who
may have given him that authority? Do you know anything about
that situation?

Ms. GORDON. The only small amount I know about is the docu-
ments were redundant. They were a second set. Other than that,
I don’t know anything about that event.

Mrs. BLACKBURN. And then talking again about Mr. Sevan, my
question—and since you have knowledge of the workings of the
U.N. in this program, my question to you would be, how did he
manage to seemingly disobey U.N. rules and not really raise any
suspicions, just kind of work, you know, on his own framework or
maybe on his own timetable or maybe under his own direction, if
you will? Do you have any insight you could offer to that?

Ms. GORDON. Your question is

Mrs. BLACKBURN. How is he able to do it without raising sus-
picions within the U.N. Organization?

Ms. GORDON. You are referring specifically to the claim that he
received an oil voucher?

Mrs. BLACKBURN. Uh-huh.

Ms. GORDON. I assume in the same process as has been described
before. The way the Security Council designed this program is that
the company names were registered and the company names, as
long as they were sold—as long as those companies corresponded
to the contracts and the contracts conformed to the formulas ap-
proved by the 661 Committee, that’s what took place. What hap-
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pened with the vouchers was entirely outside that system. None of
the vouchers at any point would have come through that system.

Mrs. BLACKBURN. So then what you are saying is you don’t think
there was oversight of his activities in that regard and that would
not have been abnormal for there not to have been oversight of his
activities?

Ms. GORDON. There is enormous oversight of his activities. If you
look at the reports he presented

Mrs. BLACKBURN. Within a certain framework.

Ms. GORDON. If you want to know whether the voucher came
through, obviously, it did not.

Mrs. BLACKBURN. Mr. Chairman, I yield back.

Mr. WHITFIELD. Mr. Burgess.

Mr. BURGESS. Thank you, Mr. Chairman.

Just a couple of additional questions for Mr. Smego.

On the documents that have been provided to us in the binder,
I believe it is document number 7, in that your translation work
showed you that there was opportunity to discuss the political for-
tunes of Mr. Chirac of France and Mr. Putin of Russia, is that cor-
rect?

Mr. SMEGO. Yes, specifically the people through whom the
French President Jacques Chirac and Russian President Vladimir
Putin could be approached by the Iraqi intelligence service.

Mr. BURGESS. Are there other documents then that show that
Russian political figures received oil allocations from Saddam Hus-
sein?

Mr. SMEGO. Certainly. There were some documents from the
Russian Asbecht. For example, Exhibit 30, which is a spreadsheet,
handwritten, that outlines the different oil allocations during phase
7, specifically, the second handwritten point at the bottom for Mr.
Zhirinovsky and the third for Ms. Sazhi in the political Science
Committee. Ms. Sazhi was identified as the head of the peace and
unity party of Russia.

Mr. BURGESS. I know Mr. Waxman has pointed out this is our
13th hearing, but bear with me because this is my first. Who is
Vladimir Zhirinovsky?

Mr. SMEGO. Vladimir Zhirinovsky was the head of the Russian
liberal democratic party.

Mr. BURGESS. And could you walk us through the documents
that show that Mr. Zhirinovsky received oil allocations from Sad-
dam Hussein?

Mr. SMEGO. I believe starting off at 26—starting off at Exhibit
23, Mr. Zhirinovsky requested some cooperation in contracting.

Exhibit 24 discusses the subject of the special quantity of crude
oil to Mr. Vladimir Zhirinovsky, and the company belonging to Mr.
Zhirinovsky has not registered itself in the United Nations until
now.

Exhibit 26 would be a memorandum from Tariq Aziz to the min-
ister of oil regarding a Russian delegation that was going to arrive
in October 1997 to complete the special contracts regarding the Oil-
for-Food products and that the Saddamco company is registered in
Iraq and the United Nations to purchase oil on behalf of that Rus-
sian liberal democratic party.
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Subsequent Exhibit 27 mentions 1.8 barrel contract during phase
2 for Saddamco. That is on October 7, approximately 2 days after
that delegation was to arrive.

Mr. BURGESS. Thank you, Mr. Chairman. I yield back.

Mr. WHITFIELD. Thank you, Dr. Burgess.

I thank this panel for their testimony today, and at this time you
are dismissed.

We will call our second panel: Mr. Gerald C. Anderson, who is
the Director of the Office of Peacekeeping, Sanctions and
Counterterrorism, U.S. Department of State. Mr. Anderson, good
afternoon. You are aware that the committee is holding an inves-
tigative hearing and when doing so we have had the practice of
taking testimony under oath. Do you have any objection to taking
testimony under oath or giving it under oath?

Mr. ANDERSON. No objection.

Mr. WHITFIELD. The Chair then advises you that under the rule
of the House and the rules of the committee you are entitled to be
advised by counsel. Do you desire to be advised by counsel during
your testimony today?

Mr. ANDERSON. No, thank you.

Mr. WHITFIELD. If you would please rise and raise your right
hand, I will swear you in.

[Witness sworn. ]

Mr. WHITFIELD. You are now under oath.

Mr. Anderson, you may give your 5-minute opening statement. I
didn’t want Mr. Stupak

Mr. STUPAK. I am listening.

TESTIMONY OF GERALD C. ANDERSON, DIRECTOR, OFFICE OF
PEACEKEEPING, SANCTIONS AND COUNTERTERRORISM, U.S.
DEPARTMENT OF STATE

Mr. ANDERSON. Mr. Chairman and distinguished members of the
committee, I welcome the opportunity to appear before you to dis-
cuss the U.N. Oil-for-Food program and to answer your questions
on various aspects of the management and execution of the pro-
gram.

The Oil-for-Food program was adopted in 1995 to alleviate the
serious humanitarian crisis while maintaining comprehensive re-
strictive measures on items that Saddam Hussein could use to then
pose a threat to his neighbors in the region and this at a time
when many were calling for an end to those restrictions. The 661
Committee monitored the implementation of the Oil-for-Food pro-
gram and through each of its members was also responsible for re-
viewing humanitarian contracts, oil spare parts contracts and oil
pricing submitted on a regular basis by Iraq to the U.N. for ap-
proval. The U.S. delegation was an active participant in all such
reviews.

However, the 661 Committee operated on a consensus basis as
a subsidiary body of the Security Council. The efforts of the U.S.
and the United Kingdom to counter or address noncompliance were
often negated by other members’ desires to ease sanctions on Iraq,
often exacerbated by the actions of certain key member states in
advancing self-serving national economic objectives.
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Clearly, the sanctions failed to force the regime of Saddam Hus-
sein to comply with international obligations, but they did succeed
in limiting Iraqi efforts to rebuild their military capabilities. The
major shortcomings of the OFF program have been widely docu-
mented in recent months, but the program did succeed in its basic
humanitarian objective of ensuring that the Iraqi people were ade-
quately fed.

Much of what the U.S. Government could and could not achieve
with regard to monitoring the program was directly related to the
politics surrounding Iraq and the Security Council. U.S. efforts to
keep the comprehensive sanctions regime in place were repeatedly
challenged by Council members whose national firms would derive
economic benefit from the lifting of sanctions.

Indeed, starting in the mid 1990’s and continuing to 2001, these
pressures to lift sanctions grew. Violations with respect to the Oil-
for-Food program manifested themselves in a whole pull-down
menu of manipulative mechanisms in order to circumvent the sanc-
tions, including surcharges, topping off, influence peddling, product
substitution, product diversion, phony service contracts, phantom
spare parts, shell corporations, illusory performance bonds, hidden
bank accounts and plain old-fashioned bribery and kickbacks to the
tune of several billion dollars.

Mr. Chairman, some members of the Security Council did not
take their international obligations seriously and either directly or
indirectly facilitated sanctions busting activities by the Saddam re-
gime. The 661 Committee was mired in a political debate with re-
gard to Iraq that often impeded it from taking action against viola-
tors of the embargo; and, as the recent Volcker Committee reports
indicate, there are serious charges that U.N. officials may have al-
lowed Saddam to further undermine their system.

When in late 2000 the U.N. Oil overseers reported excessive pre-
miums on oil experts, the 661 Committee, led by the U.S. and the
U.K., agreed to a statement on December 15, 2000, making clear
that additional fees above the selling price approved by the 661
Committee were not acceptable. Despite circulation of this message
to all oil companies approved to lift Iraqi oil, evidence of the illicit
surcharges continued during the spring of 2001.

The U.S., working in close coordination with the British delega-
tion, raised the issue of excessive oil price premiums in a series of
more than 40 formal and informal 661 Committee and Security
Council meetings during that period. After months of stalemate,
the U.S. and British experts made creative use of the consensus
rule governing decisions in the 661 Committee by withholding sup-
port until the end of the month on oil pricing proposals submitted
at the beginning of the month by the Iraqis. As a result, by the
spring of 2002, the oil price variation or surcharge for market lev-
els had been reduced from as much as $.50 per barrel to an accept-
ed industry variation of $0.03 to $.05 per barrel.

Allegations of kickbacks to the Oil-for-Food program began to
surface in late 2000. The U.S. and British experts raised this issue
with the 661 Committee experts and the Office of Iraq Programs
representatives in 2000 and early 2001 and formally submitted pro-
posals to address this issue during a 661 Committee meeting in
March 2001. However, no documentary evidence was available at
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the time to support the allegations, and other committee members
claimed that, without this evidence, no action can be taken.

The United States frequently provided members of the 661 Com-
mittee and the Security Council with information and evidence of
sanctions violations by the Saddam regime, including on Saddam’s
diverting funds to benefit Iraq’s elite and on his attempts to pro-
cure WMD-related materials.

In March 2002, a U.S. interagency team briefed the 661 Com-
mittee on the regime’s diversion of trucks.

U.S. commanders of the multi-lateral interception force in the
Gulf briefed the committee each year starting in 1996 on illegal
smuggling of Iraqi crude oil, including through the unauthorized
use of ferry services from neighboring states.

An equally noteworthy source of oil smuggling was through
Iraqg’s pipeline with Syria which restarted in late November 2000.
The U.S., in coordination with the U.K., repeatedly raised concerns
over this blatant noncompliance only to be told by Syria that the
pipeline was, quote, being tested.

Mr. Chairman, thank you for this opportunity to appear before
the committee. I now stand ready to answer whatever questions
you and your fellow committee members may have.

[The prepared statement of Gerald Anderson follows:]

PREPARED STATEMENT OF GERALD C. ANDERSON, DIRECTOR, OFFICE OF PEACE-
KEEPING, SANCTIONS AND COUNTER-TERRORISM, BUREAU OF INTERNATIONAL ORGA-
NIZATION AFFAIRS, U.S. DEPARTMENT OF STATE

Mr. Chairman, distinguished members of the Committee, I welcome the oppor-
tunity to appear before you to discuss the U.N. oil-for-food program and to answer
your questions on various aspects of the management and execution of the program.

Mr. Chairman, let me start by discussing why the Iraq sanctions were imposed
and why the Oil-for-Food Program was established. Four days after Iraq invaded
Kuwait in 1990, the Security Council adopted Resolution 661, which imposed com-
prehensive trade and financial sanctions against the former Iraqi regime. The
United States government supported this measure as part of a larger strategy to
force Iraq to cease hostilities and to withdraw its forces from Kuwait.

At the end of the Gulf War in 1991, the Security Council adopted Resolution 687
that extended comprehensive sanctions on Iraq to ensure that Saddam Hussein
complied with the major provisions of the ceasefire. By retaining the sanctions, the
Council also sought to deny Iraq the capability of rearming or constituting its weap-
ons of mass destruction and other military programs.

The sanctions were not anticipated to remain in place for more than a year or
two before Saddam complied. We now know that Saddam chose not to comply. By
1995 in the wake of deteriorating humanitarian conditions in Iraq, many in the
international community called for an end to the restrictions, reflecting concern that
the impact of the sanctions was being borne primarily by the innocent Iraqi civilian
population.

In April 1995 the Security Council adopted Resolution 986, establishing the Oil-
for-Food Program to alleviate the serious humanitarian crisis while maintaining
comprehensive restrictive measures to deny Saddam access to items that he could
use to again pose a threat to his neighbors in the region.

The sanctions committee that was established under Resolution 661 in 1991, the
661 Committee, monitored the implementation of the overall sanctions regime on
Iraq, and after the adoption of Resolution 986, it also monitored the implementation
of the Oil-for-Food Program.

The 661 Committee, like all sanctions committees, operated as a subsidiary body
of the Security Council. Unlike the Council, decisions were made on a consensus
basis requiring the agreement of all parties and members. In addition to providing
general oversight of the Oil-for-Food Program and to monitoring member state com-
pliance with the sanctions, the committee, through each of its members, was also
responsible for reviewing humanitarian contracts, oil spare parts contracts and oil
pricing submitted on a regular basis by Iraq to the U.N. for approval.
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The U.S. delegation was an active participant in all such reviews. The efforts of
the U.S. and the United Kingdom to counter or address non-compliance were often
negated by other members’ desires to ease sanctions on Iraq. The atmosphere in the
committee, particularly as the program evolved during the late 1990s, became in-
creasingly contentious.

The fundamental political disagreement between members over the Council’s im-
position of comprehensive sanctions was often exacerbated by the actions of certain
key member states in advancing self-serving national economic objectives. In retro-
spect, although the consensus rule often stymied progress in the committee, that
same consensus rule helped the U.S. achieve its objectives in a number of critical
ways.

The imposition of a retroactive pricing mechanism and our ability to place holds
on humanitarian contracts that contained potential dual-use items were both made
possible by the use of the consensus rule.

Judging the success or failure of the Iraq sanctions depends on the view of their
objectives. Clearly they failed to force the regime of Saddam Hussein to comply with
its international obligations. But they did succeed in limiting Iraqi efforts to rebuild
their military capabilities after the Gulf War. As regards the Oil-for-Food Program,
similar considerations apply. The major shortcomings of the program have been
widely documented in recent months, but the Oil-for-Food Program did succeed in
its humanitarian objective of ensuring that the Iraqi people were adequately fed,
thus limiting the impact of sanctions on them.

Much of what the U.S. Government could and could not achieve with regard to
monitoring the program and implementation of the sanctions was directly related
to the political situation surrounding the contentious issue of Iraq in the Security
Council and in the 661 Committee. U.S. efforts to keep the comprehensive sanctions
regime in place repeatedly were challenged by Council members who complained
about the humanitarian impact of sanctions on the Iraqi people, and whose national
firms would derive economic benefit from the lifting of sanctions. Indeed, starting
in the mid-1990s and continuing into 2001, these pressures to lift sanctions grew.

Violations with respect to the oil-for-food program manifested themselves in a
whole pull-down menu of manipulative mechanisms in order to circumvent the sanc-
tions, including surcharges, topping off, influence pedaling, product substitution,
product diversion, phony service contracts, phantom spare parts, shell corporations,
illusory performance bonds, hidden bank accounts and then plain old fashioned brib-
ery and kick backs to the tune of several billion dollars.

Let me provide examples in two key areas: manipulation of oil pricing and kick-
backs on the oil-for-food program.

The first regards oil flowing out of Iraq. The former Iraqi regime, through the
State Oil Marketing Organization, proposed prices for various markets and grades
of crude for review by the U.N. Oil Overseers, and for approval by the 661 Com-
mittee. The U.N. Oil Overseers and committee members verified that the purchase
price of the petroleum and the petroleum products were reasonable in light of pre-
vailing market conditions. Evidence that the Iraqis were attempting to impose ex-
cessive price premiums on oil exports to exploit differences between oil prices ap-
proved by the 661 Committee and subsequent fluctuations in global oil prices sur-
faced as early as the fall of 2000, when the UN oil overseers informed the 661 Com-
mittee of instances in which the GOI was requesting imposition of an additional fee
on the sale of Iraqi crude.

My second example involves goods coming into Iraq. Again, there was a clear divi-
sion of responsibility. While Iraqis retained the authority to contract with specific
suppliers under the oil-for-food program, the 661 Committee was tasked with ensur-
ing that the contracted goods were appropriate for export to Iraq under the condi-
tions set out in Security Council Resolution 986. Once a contract was approved by
the committee and the goods shipped, the U.N. inspections agent, Lloyds Register,
and later Cotecna, were responsible for authenticating the arrival of these goods
into Iraq. Separately, it was the responsibility of member states to prevent sanc-
tioned goods from entering into Iraq.

Mr. Chairman, I offer these examples to illustrate exactly where responsibility
lay. There were, in hindsight, substantial problems related to all of these areas of
responsibility. Some members did not take their international obligations seriously
and either directly or indirectly facilitated sanctions-busting activities by the Sad-
dam regime. The 661 Committee was mired in a political debate with regard to Iraq
that often impeded it from taking action against violators of the embargo. And as
the recent Volcker Independent Inquiry Committee reports indicate, there are seri-
ous charges that U.N. officials may have allowed Saddam to further undermine
their system.
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I stated earlier that the United States has made every effort to address violations
within the 661 Committee, even though we were often impeded by other committee
members.

In late 2000, U.N. Oil Overseers reported that Iraqis were attempting to impose
excessive premiums on oil exports. The 661 Committee, led by the United States
and the United Kingdom, agreed to a statement on December 15, 2000, making
clear that additional fees above the selling price approved by the 661 Committee
were not acceptable. Despite circulation of this message to all companies approved
to lift Iraqi oil, evidence of the illicit surcharges continued during the spring of
2001. The United States, working in close coordination with the British delegation,
raised the issue of excessive oil price premiums in a series of more than 40 formal
and informal 661 Committee and Security Council meetings during that period.

After months of stalemate within the committee, the U.S. and British experts
made creative use of the consensus rule governing decisions in the 661 Committee
by withholding support until the end of the month on oil pricing proposals sub-
mitted at the beginning of the month by the Iraqis. This retroactive price analysis
gave the U.S. and British experts the opportunity to compare oil prices sought to
the actual market price of similar crude oils to determine if SOMO’s prices reflected
fair market value—a requirement under Resolution 986. Beginning in October 2001,
the United States and United Kingdom regularly employed the retroactive pricing
mechanism to evaluate SOMO’s prices until the suspension of the oil-for-food pro-
gram in 2003.

The retroactive oil pricing we imposed had the intended effect. By the spring of
2002, the U.N. Oil Overseers reported that the oil price variation from market levels
had been reduced from as much as 50 cents per barrel to an accepted industry vari-
ation of 3 to 5 cents.

Separately, allegation of kickbacks to the oil-for-food program began to surface in
late 2000. U.S. and British experts raised this issue with the 661 Committee experts
and the Office of the Iraq Program’s representatives in 2002 and early 2001 and
formally submitted proposals to address this issue during a 661 Committee meeting
in March 2001. However, no documentary evidence was available at the time to sup-
port these allegations. Consequently, our proposals received no support. Committee
members claimed that, absent evidence indicating that such kickbacks existed, no
action could be taken.

Important measures taken to address this issue occurred after the fall of
Saddam’s regime, when the United States, through the Coalition Provisional Au-
thority, was informed of the kickback scheme by Iraqi ministry representatives in
Baghdad. With the fall of the Hussein regime in the spring of 2003, and with the
subsequent authorities granted under U.N. Security Council Resolution 1483, CPA
officials, in coordination with U.N. officials and Iraqis, took steps to eliminate sur-
charges in the remaining oil-for-food contracts.

In addition to eliminating and countering surcharges and kickbacks, the United
States also took initiatives to provide members of the 661 Committee and the Secu-
rity Council with information and evidence of violations by the Saddam regime, dur-
ing various briefings. The United States briefed Security Council members in 2000
on the various ways the Saddam regime was diverting funds to benefit Iraq’s elite,
including through the use of diverted funds to build and furnish Saddam’s palaces.
The U.S. again briefed Security Council ambassadors in the spring of 2002 on
Saddam’s noncompliance with U.N. Security Council resolutions, and Saddam’s at-
tempts to procure WMD-related materials.

In March of 2002, a U.S. interagency team briefed the 661 Committee on the re-
gime’s diversion of trucks. U.S. commanders of the Multilateral Interception Force,
or MIF, in the Gulf also briefed the committee each year starting in 1996 on the
MIF’s activities in combating the illegal smuggling of Iraqi crude oil. MIF Com-
manders in 2001 and 2002 briefed the 661 Committee and highlighted the continued
attempts by Saddam Hussein to circumvent sanctions by illegally exporting oil and
illicitly importing materials into Iraq through the unauthorized use of ferry services
from neighboring states.

The MIF operating in the Persian Gulf enjoyed success from 2000-2001 in signifi-
cantly reducing the number of small vessels operating out of Shatt al-Arab that
were smuggling Iraqi oil along Iran’s southern coast. An equally noteworthy source
of oil smuggling prior to the 2003 Iraq war was the illegal flow of oil through Iraq’s
pipeline with Syria, which restarted operations in late November 2000. The United
States, in coordination with the UK, repeatedly raised concerns over such blatant
non-compliance, only to be told by Syrian representatives that the Iraq-Syria pipe-
line was “being tested,” but was not operational.
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The oil-for-food program was a unique endeavor, and although it was essential to
the Iraqi people, it was also manipulated by Saddam Hussein and his cronies to un-
dermine the sanctions.

Mr. Chairman, thank you for this opportunity to appear before the committee, I
now stand ready to answer whatever questions you and your fellow committee mem-
bers may wish to pose.

Mr. WHITFIELD. Thank you, Mr. Anderson.

How long have you been with the State Department?

Mr. ANDERSON. I joined the State Department in August 1980.

Mr. WHITFIELD. How long have you been involved in this oil-for-
food issue?

Mr. ANDERSON. I became director of this office in July 2004.

Mr. WHITFIELD. Who was the U.S. representative on the 661
Committee?

Mr. ANDERSON. The 661 Committee was a committee of the Secu-
rity Council; and, therefore, our mission was represented and our
permanent representative was the senior representative. But most
committee sessions were attended by our sanctions unit chief at the
U.S. mission to the United Nations in New York.

Mr. WHITFIELD. Now, in your testimony, you talk about that self-
serving national economic objectives often worsened fundamental
political disagreements between members of the Security Council.
Can you provide a specific example of this?

Mr. ANDERSON. The reference there was, by looking at the mem-
bers of the Security Council and the 661 Committee with whom we
debated measures to deal with noncompliance, with sanctions and
with these various manipulative devices that I listed in my state-
ment, it was clear that countries that had an interest in selling
more of their products, their companies’ products to Iraq, tended to
take positions more favorable to Iragq.

Mr. WHITFIELD. The oil surcharge would be one example?

Mr. ANDERSON. That would be one example.

Mr. WHITFIELD. When did the U.S. become aware that Saddam
was demanding an oil surcharge?

Mr. ANDERSON. The oil overseers first informed the 661 Com-
mittee in December 2000 about the blatant attempts to impose the
surcharges of up to $0.50.

Mr. WHITFIELD. Did the U.S. raise concerns about this with the
661 Committee?

Mr. ANDERSON. Yes.

Mr. WHITFIELD. How many times did they attempt to address the
issue of oil surcharges with the 661 Committee?

Mr. ANDERSON. As I mentioned, over 40 times. I have a list of
a number of particular dates when those issues were raised, and
I would characterize it as an iterative process where we sought to
find a solution that would be acceptable to the committee through
a consensus of the committee and would also be effective in ending
the oil surcharges.

Mr. WHITFIELD. And the U.S—I assume you made written re-
quests about this or sent written documents to the committee ex-
pressing their concern?

Mr. ANDERSON. We did submit a number of written documents
accompanying our various proposals on this issue over time.

Mr. WHITFIELD. And which states resisted American efforts to
eliminate the surcharge?
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Mr. ANDERSON. Generally speaking, the U.S. and the U.K. Were
like-minded in general. Occasionally, we had some differences of
opinion on tactics, but we were generally with them and the other
permanent members of the Security Council and some of the non-
permanent members of the Security Council such as, for example,
Syria who, during part of the program, during one 2-year period
was a member of the Council and a member of the Committee.

Mr. WHITFIELD. Basically, France, Russia and China were
those

Mr. ANDERSON. Those were the other three permanent members.

Mr. WHITFIELD. What were their stated reasons for objecting to
removing the surcharges?

Mr. ANDERSON. In general, the first type of reaction to proposals
to deal with the surcharges was challenging the evidence that was
available for the surcharges. Another common argument was to
claim that action on the surcharges would affect the humanitarian
situation in Iraq negatively or would cause the net revenue coming
into the program to decline, which would therefore reduce the
amount of funds under the program available to procure humani-
tarian supplies.

Mr. WHITFIELD. And yet the surcharges themselves were defi-
nitel‘?y reducing the amount of money, humanitarian aid going to
Iraq®

Mr. ANDERSON. That was clearly our argument, Mr. Chairman.

Mr. WHITFIELD. But you were never successful in getting them
to correct that, is that correct?

Mr. ANDERSON. That’s correct. We did, however, de facto imple-
ment a system of retroactive pricing that was referred to in the
first panel, which we implemented not by consensus in the com-
mittee, because we never obtained a consensus, but through the
system of holds on oil prices. In other words, we exercised our right
under the consensus system to place a hold on any oil contracts
until the end of the month when it was known what the market
price for that oil was during that month. And that was the mecha-
nism that we used to implement retroactive pricing. It was over the
objections of other members of the committee.

Mr. WHITFIELD. In some of our testimony, Dr. Gordon—my im-
pression was that everything decided at the 661 Committee had to
be unanimous and the fact that the U.S. was not objecting seemed
to indicate that the U.S. was going along with everything that was
happening. But what you have just described is a little bit different
than that.

Mr. ANDERSON. Mr. Chairman, I'm not sure which issue your ref-
erence to objecting is, but I would just reiterate there were many
disputes within the committee over policy decisions and the

Mr. WHITFIELD. There were a lot of disputes, I take it?

Mr. ANDERSON. Yes.

Mr. WHITFIELD. In Exhibit 46, I notice that the U.S. was willing
to consider other alternatives to retroactive pricing in order to get
rid of the surcharges, is that correct?

Mr. ANDERSON. Yes, Mr. Chairman. Exhibit 46 is a document
that analyzes various responses from various members of the 661
Committee to the problem of surcharges. This is a matrix that was
drawn up at one point during the 6 months of debate within the
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committee on how to deal with this problem, and it illustrates the
range of ideas that were under discussion. When you add up the
various positions, you can see why we were not able to reach a con-
sensus that we felt would be effective.

Mr. WHITFIELD. Why did the U.S. and Great Britain desire
proac;cive pricing to be conditioned on a mandatory lifting require-
ment?

Mr. STUPAK. This document number 46, could you tell us the
source of that document?

Mr. WHITFIELD. Came from the State Department.

Mr. STUPAK. Does Mr. Anderson have that in front of him?

Mr. ANDERSON. Yes, I do.

Mr;) STUPAK. Do you recognize that as a State Department docu-
ment?

Mr. ANDERSON. I know from conversations with colleagues at our
mission to the United Nations that it is a United States document.
It was prepared in New York by our mission.

Mr. WHITFIELD. Can you explain why the U.S. and Great Britain
desired proactive pricing to be conditioned on mandatory lifting re-
quirements?

Mr. ANDERSON. Mr. Chairman, I'm not an expert by any means
on the oil market, but I understand from others who were—whose
reasoning was behind that decision that that method would be
more effective in eliminating the surcharges. Because, as I believe
we heard described in the first panel, if a company that was going
to lift oil was not aware at the time they agreed to lift what the
price would be, it would not be possible to make an agreement with
the Iraqi side for a surcharge. And if they were able to get out of
that lifting obligation, then that arrangement would no longer
apply.

Mr. WHITFIELD. Now you mention in your testimony that mem-
bers of the 661 Committee did not take their international obliga-
tions seriously. Could you be more specific in terms of particular
countries and examples?

For example, with respect to holds placed on humanitarian con-
tracts, can you estimate what percentage of holds were placed by
the U.S. and British due to concerns over potential dual-use capa-
bilities?

Mr. ANDERSON. I would say the vast majority of holds placed by
the U.S. and U.K—over 99 percent of those holds were placed be-
cause of concerns about potential dual uses. There were a very
small number of cases where some participants in the interagency
review process that took place in Washington of the oil contracts
signaled a concern about the pricing of the contract as potential
evidence of a kickback taking place. But in almost every case, even
contracts that had a pricing concern were placed on hold officially
because of concerns about dual use.

Mr. WHITFIELD. So if—you are saying over 90 percent by U.S.
and Great Britain and 10 percent or less was for holds placed by
the countries only?

Mr. ANDERSON. If T understand the question, it goes to the per-
centage of all holds placed by the committee and how many of
those were placed by the U.S. and U.K. And my understanding is
that, indeed, over 90 percent were placed by the U.S. and U.K; and,
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therefore, all other members—the other 13 members of the com-
mittee were only responsible for 10 percent of those holds.

Mr. WHITFIELD. I have no further questions at this time. I recog-
nize Mr. Stupak.

Mr. StupAK. Thank you.

Mr. Anderson, do you agree that there was a serious humani-
tarian crisis in Iraq in 1995?

Mr. ANDERSON. I would say, sir, and all the evidence that I have
seen indicates that there was, indeed.

Mr. STUPAK. I'm looking at page 3 of your testimony, first main
paragraph there. It says, the Oil-for-Food program did succeed in
its humanitarian objective of ensuring that the Iraqi people were
adequately fed, thus limiting the impact of the sanctions on them.
Is that correct?

Mr. ANDERSON. Yes, I think that’s correct. And I would call your
attention to the precise wording. Adequately fed does not mean lux-
uriously fed or any situation that we would all wish, but adequate,
yes.

Mr. StUuPAK. The illegal profits or sales of this oil and commod-
ities—let’s just say oil—where Saddam Hussein received these
kickbacks or money to do what he wished outside the Oil-for-Food
program, it’s been estimated that half of this illegal money came
from sales to countries like Jordan, Syria, Turkey, is that correct?

Mr. ANDERSON. As I understand from studies that have been
done of the oil market from that period, for example, the GAO
study that I think you're familiar with, that is the case, yes.

Mr. StupAK. If the United States was pushing in the U.N. to
make sure that the Oil-for-Food program was properly followed, as
they should have, then why would the U.S. allow Saddam to re-
ceive about half of his money through these illegal sales? These
sales were in violation of the sanctions against Iraq?

Mr. ANDERSON. Yes, sir. That’s correct. That’s the reason that
the U.S. Government under the Foreign Assistance Act certified to
the Congress that assistance to Jordan every year starting in 1991
and to Turkey every year starting in 1996 was in the national in-
terest despite their violations of U.N. Sanctions.

Mr. STUPAK. Doesn’t that send a mixed signal to everybody else?
Like the sales to Jordan and Turkey, we will say that is in viola-
tion of the sanctions, but we’ll look the other way. But if anyone
else comes up with anything where they receive something that
would be in violation of sanctions, we are going to put a hold on
it or we’re going to try to enforce them in the 661 Committee? Isn’t
that sort of a—how do you put credibility into a program when you
look the other way when it’s in your political interest and then yet
you admonish others for doing the same thing you are doing?

Mr. ANDERSON. Jordan came to the 661 Committee in 1991 with
a request for relief from the sanctions, alleging that the enforce-
ment of the sanctions and a ban on oil trade with Iraq would cause
severe economic hardship to Jordan. Turkey also submitted a simi-
lar request for relief. The judgment of the U.S. Government as re-
flected in those certifications to Congress was that indeed there
was—it was in the U.S. interest to take that approach.

Within the U.N. system, the Jordanian request was never grant-
ed officially, but the committee “took note,” was the terminology
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that they used, of the trade between Jordan and Iraq. And the U.S.
in many bilateral diplomatic exchanges with Jordan suggested that
the trade with Iraq in the other direction, in other words, the com-
pensation that Jordan paid to Iraq, should only be in barter terms
with humanitarian goods. In the case of Turkey, the 661 Com-
mittee never acknowledged the request; and the U.S. also had
many diplomatic exchanges with Turkey about attempting to limit
those purchases from Iraq.

Mr. STUPAK. As I said in my opening, it’s a geopolitical decision,
but I think we lose credibility when we start talking about sanc-
tions and what other countries can do. Even though Jordan and
Turkey did go to the standing committee, it sounds like the stand-
ing committee did not approve it, but yet the U.S. did as a matter
of policy. We're supposed to be the big enforcer, us and the United
Kingdom, to say these sanctions have to work; and if they work,
we have to play by the same rules. When it was to our interest,
we forget the rules, correct?

Mr. ANDERSON. What Jordan and Turkey were doing was not a
secret. It was known to the committee and made clear to the world
and U.S. Congress and it is of a fundamentally different character
than this list of under-the-table, secretive, manipulative means of
gaining illegal revenue that the Saddam Hussein regime engaged
in.

Mr. StUPAK. There are numerous allegations that prohibited
items also went to Iraq through Jordan. What kind of controls did
the Security Council have over this trade?

Mr. ANDERSON. For a period of time, Jordan had an inspection
system at its port in Aqaba of goods that were entering Iraq that
was run by a private contractor. And the Jordanians assured us—
and again, we had many diplomatic exchanges with them to make
sure that they would police that trade to make sure that only those
h}llmanitarian goods were traded back to Iraq in exchange for the
oil.

Mr. STUPAK. But we know that wasn’t the case now, right?

Mr. ANDERSON. Every regime has exceptions, it has violations,
including in this case.

Mr. STUPAK. Did the U.S. relieve its inspector of those duties—
that was supposed to be doing these inspections along the border
there in Jordan? Did Jordan have an inspector that was supposed
to be looking at these commodities to make sure they didn’t violate
the understanding that only certain humanitarian things could
move from Jordan to Iraq? Did Jordan remove its inspector who
was supposed to be head of this program and make sure that only
the proper commodities went into—or humanitarian products went
into Iragq.

Mr. ANDERSON. I am not familiar with the details of that. I can
get an answer back to you.

[The following was received for the record:]

This question should be directed to the Government of Jordan, which had respon-
sibility for its side of the border.

Mr. StupAK. If you would, please. Thanks. In June 1997, the
United States and the United Kingdom told the sanctions com-
mittee that it was, “beyond the committee’s competence to approve
exports of Iraqi oil,” to Jordan. Such approval raised all sorts of
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questions which had been put aside over the past few years, the
U.S. stated. Is this your understanding of the situation concerning
illegal trade between Iraq and Jordan? Is this your understanding?

Mr. ANDERSON. As I said earlier, the 661 Committee took note
of the trade, but the 661 Committee did not authorize it. And the
U.S. participated in that decision.

Mr. STUPAK. You know, when we opened up the pipeline, and I
think it was you that said that, that it was supposed to be an ex-
periment at first just to make sure that it worked. But that was
their pipeline going up to Syria there.

Mr. ANDERSON. Yes, sir.

Mr. StuPAK. After that, that pipeline never really shut down.
And that’s where a lot of these illegal sales took place, was through
Turkey, and really outside the Oil-for-Food program. Were any at-
tempts made by the State Department to shut that down?

Mr. ANDERSON. Many, many attempts, both by raising this issue
within the 661 Committee and also directly with Syria.

Mr. STUPAK. And nothing ever happened. Right?

Mr. ANDERSON. That’s correct.

Mr. StupAK. Okay. Was the State Department aware of all the
end use of all this oil that was being sold illegally, that the end
use was here in the United States?

Mr. ANDERSON. I believe the State Department received the same
kind of statistical reports on the oil industry that are widely avail-
able to the industry. So I assume so. Yes, sir.

Mr. StupPAK. I asked a question earlier that has been bothering
me. Maybe you can shed some light on it. I had asked of the other
witness, Mr. Fawcett, because he sort of raised it in his report, that
when we started in 1997, the first year of the program, the United
States was the biggest user of the oil—Iraqi oil at 13 percent. By
1999, it rose to 35 percent. And since September 11, the U.S. had
been purchasing well over 50 percent of all Iraqi oil sold under-
neath the Oil-for-Food program. And every year, it kept going up.
And it’s just not clear why the U.S. would purchase such large
quantities of Iraqi oil under this program in the wake of September
11 and the thoughts of going to war. Can you explain that? Was
there any State Department rationale why they would continue to
buy that oil?

Mr. ANDERSON. As far as I know, it wasn’t a State Department
decision one way or the other on whether that oil should be pur-
chased. Those are transactions done by private companies on the
oil market within the framework of U.S. Law and international
law.

Mr. STUuPAK. Yeah, but still ended up here. Wouldn’t you do an
investigation to try to enforce this so it did not end up on the U.S.
market? And if we are trying to be true to the spirit of the sanc-
tions, I would think you would not want Iraqi oil coming in here
since we have these sanctions against them.

Mr. ANDERSON. I think the simple answer to that is the oil mar-
ket is one big pool, and at one end, oil is put in. Obviously, there
are some limits on the particular qualities that are for particular
purposes. But if the oil is going into that market from Iraq and the
U.S. is purchasing oil, it really doesn’t matter whether a specific
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oil from Iraq ends up in the U.S. or some other—it goes somewhere
else and the U.S. substitutes; it’s one big pool.

Mr. StupAK. Thank you.

Mr. WHITFIELD. The gentleman’s time has expired. At this point,
I will recognize Dr. Burgess for 10 minutes.

Mr. BURGESS. Thank you. And thank you, Mr. Anderson, for tak-
ing time to be with us here today. In your testimony, you stated
that, besides the surcharges and kickbacks, the United States also
brought to the 661 Committee evidence and information concerning
additional violations of the program, the Oil-for-Food program. And
we have got in our binder that was provided to us Exhibit 45. And
I guess, just like Mr. Stupak, this is a document that is known to
you. Correct?

Mr. ANDERSON. Yes, sir.

Mr. BURGESS. Okay. Exhibit 45, an e-mail dated March 5, 2002,
on truck briefing points. And this document describes a situation
where the United States apparently learned that Iraq was divert-
ing trucks imported under the program for military purposes. Are
you familiar with this?

Mr. ANDERSON. Yes, sir.

Mr. BURGESs. Was this matter addressed within the 661 Com-
mittee?

Mr. ANDERSON. Yes, it was.

Mr. BURGESS. And what was their feeling about this?

Mr. ANDERSON. This e-mail is dated 1 day before an interagency
group from the U.S. Government briefed the committee on what we
knew about the diversion of trucks that were brought into Iraq os-
tensibly for humanitarian purposes and were then diverted to mili-
tary use. And this is precisely the kind of concern that was upper-
most in our mind within the committee, in making sure that goods
were not diverted to military use. And that’s why we went to the
trouble of presenting that briefing. And the result of that was a
change in the judgments of the committee on what types of trucks
would be considered humanitarian.

Mr. BURGESS. Well, clearly, the United States and the State De-
partment were concerned. Were other members of the committee,
did they express concern or surprise that this diversion was occur-
ring?

Mr. ANDERSON. This is, sir, a rather typical exchange. Typically,
if someone presented information on a sanctions violation of this
sort, it was usually either the United States or the United King-
dom. Typically, depending on the nature of the evidence, if the evi-
dence was very clear and compelling, there wasn’t too much that
other committee members could say about it. If the evidence was
circumstantial, as sometimes was the case when there would only
be a newspaper article from the press somewhere without any cor-
roborating evidence, other members of the committee would chal-
lenge that newspaper article and would say that no action could be
taken until there was more substantial evidence. But in this par-
ticular case, the evidence was quite compelling, and there was ac-
tion taken.

Mr. BURGESS. So the diversion of these trucks to military use, I
mean, what did France think was eventually going to happen?
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Mr. ANDERSON. Well, I think the position of other countries on
the committee typically was to react to the information that was
presented to them. And we’ve heard earlier described the contract
process, where contract documents would come to the committee.
They would look at that and approve the contract or put the con-
tract on hold. And then, if the—in this case, say a truck contract
said that it was going to be used for a hospital or to transport food
or just some civilian use, no one in the committee would challenge
that, they would accept that. But then if you then subsequently
showed them evidence that in fact these trucks were going right
from the port to the military base being used by the Iraqi military
and you have compelling evidence of that, they then react to that
and say, oh, well, of course that’s in violation of the sanctions, and
that’s not acceptable.

Mr. BURGESS. Well, then there’s another—if we just skip ahead
to Exhibit 47 and let me ask the same question. Is this an exhibit
that is known to you? Is this an e-mail, internal e-mail from the
State Department as well?

Mr. ANDERSON. Yes, sir.

Mr. BURGESS. This one describes the diversion of Ventolin inhal-
ers. Are you familiar with this incident?

Mr. ANDERSON. I’'m familiar with the document, and I've also had
some conversations with colleagues who were involved in dealing
with it. Yes, sir.

Mr. BURGESS. Now, did we, the United States, ever confirm
whether this medicine that was found in Syria actually came from
an Oil-for-Food shipment diverted from Iraq?

Mr. ANDERSON. We have initiated—since the staff of the com-
mittee brought this particular document to our attention, our mis-
sion in New York has been searching their records to see, to get
the answer to that question. As of today, they have not found any
indication that we did confirm that or that any particular action
was taken within the 661 Committee with regard to this. But I
would say, sir, that this is an example of a fragmentary informa-
tion on a possible sanctions violation. We very frequently got such
fragmentary information. It would basically be a tip from a source,
and we would take that information as far as we could take it, and
sometimes, it would involve calling it to the attention of the U.N.
Office of the Iraq program and asking that they take particular
care in following such matters. In other cases, if it involved a coun-
try that was a member of the Security Council on the committee,
raising—the fact of raising it in the committee would mean that it
was highlighted that it was going on, and we would do that with
the hope that that country would then subsequently refrain from
that type of behavior.

Mr. BURGESS. But, of course, I mean, as you know, and we have
heard in this room this afternoon the United States has taken a
great deal of criticism from the United Nations and from outside
the United Nations from blocking the flow of humanitarian goods
into Iraq. Is it fair to conclude that the Iraqi regime may have ac-
tually been cashing in on medicines intended for its own people?
And this is Ventolin; it’s an inhaler used for asthmatic children.
And they were taking this—it looks like they were taking this
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across the border, turning it into cash for some other purpose. Do
you think that’s a possibility?

Mr. ANDERSON. Absolutely.

Mr. BURGEsS. Well, given the obstacles for reform within the
United Nations, why didn’t the United States, as Mr. Fawcett has
suggested, put public pressure on France, Russia and others to
eliminate this type of abuse? I mean, again, here we have got a
medicine to go to asthmatic Iraqi children we are selling in the
pharmacy of Damascus for whatever purpose, who knows, and the
money is coming back to the Saddam regime. Why didn’t—why
wasn’t more pressure put on France, Russia to—Germany to stop
this?

Mr. ANDERSON. I would say we certainly put tremendous pres-
sure on France and Russia, and then Germany of course during the
period that Germany is a member of the Security Council, but cer-
tainly on France and Russia within the framework of the council.
And as far as public pressure, I think, on the general issue of deal-
ing with Iraq, there was a tremendous amount of public pressure
on France and Russia on the overall issue of dealing with Saddam
Hussein. With regard to these specific violations, it would depend
on the issue. I mean, different countries could be involved at dif-
ferent times. But certainly within the framework of the committee,
it was very clear that there was a struggle under way between the
U.S. and the U.K. On the one hand and the other three permanent
members, Russia, France and China, on the other, on a whole
range of issues. During the period before the smart sanctions that
were addressed earlier when we were reviewing every single con-
tract there was a lot of discussion about contract holds that the
U.S. and the U.K. placed because of weapons of mass destruction
or dual-use concerns. Many of those contracts were from—were
submitted by companies in Russia and France or China. And we
were under tremendous pressure from those governments to re-
lease the holds. So it was very clear that there was a lot of tension
over those.

Mr. BURGESS. And I'm certain there was. But, golly, this looks
pretty blatant. I mean, you have got a medicine that’s used for
asthmatic children in the country of Iraq, and you are selling it in
Damascus on the black market. I mean, I fail to see why that’s—
you know, just like the other stuff we heard about, about the infant
formula, paying 25 percent more than you know you should be pay-
ing for it. It’s almost as if there was—well, I'm not going to say it.
But it looks like this was a premeditated act at so many levels that
I just simply can’t shake that thought.

Mr. Chairman, I will yield back my time.

Mr. WHITFIELD. Thank you, Dr. Burgess. At this time, I will rec-
ognize Mrs. Blackburn for 10 minutes.

Mrs. BLACKBURN. Thank you, Mr. Chairman. And I want to
thank Mr. Anderson, and two of our other witnesses are still in the
room. I want to thank them for their time today. This is something
that is of tremendous interest not only to us but to our constitu-
ents. And I also want to thank the chairman and the ranking mem-
ber for their work on getting everything ready for the hearing
today.



76

Mr. Anderson, let me just ask you this as a matter of back-
ground, and I think as we look at this and as our constituents, I
know we have many who are watching the hearing and listening
to the things that are going on here. Were you at the State Depart-
ment in 1991 when Resolution 661 was passed?

Mr. ANDERSON. I was at that time on assignment overseas, and
I was not dealing directly with Iraq or the United Nations at that
time.

Mrs. BLACKBURN. Okay. And then when Resolution 986, in the
mid 1990’s, were you there at that point?

Mr. ANDERSON. No.

Mrs. BLACKBURN. You were not. Okay. And then for the record,
let’s just go ahead. In 1991, who was our Secretary of State and
our U.N. Ambassador?

Mr. ANDERSON. 1991, that was the late Bush period. So that
would have been Mr. Baker as our Secretary of State at that time.

Mrs. BLACKBURN. All right.

Mr. ANDERSON. And our U.N. Ambassador, I would have to check
the list. It was probably the period of Ambassador Pickering, I be-
lieve.

Mrs. BLACKBURN. And then in the mid 1990’s?

Mr. ANDERSON. Mid 1990’s, I guess it depends which year,
whether it would be in the Clinton administration, or are you refer-
ring to the——

Mrs. BLACKBURN. That would have been?

Mr. ANDERSON. Madam Albright was our representative, our per-
manent representative at the U.N. And then Mr. Holbrook.

Mrs. BLACKBURN. All right. Okay. And so what I wanted to do
was be certain that we realize who was at the State Department
and who was our U.N. Ambassador during that period of time and
who was in charge of overseeing, and then as I said, for clarifica-
tion, I felt like it was important to notice to whether you were
there or you were involved. Because I think it’s important for peo-
ple to realize, you know, we talk a lot about—we use a lot of acro-
nyms and a lot of numbers in DC, and sometimes, it allows us to
gloss over the importance of the Iraq steering committee. And this
group that was put in place by Resolution 661 just simply by using
numbers, you know, it does not speak specifically to the mission
that these folks were given in looking at sanctions and looking at
the oil and the commodities and the proper use of those items and
of the proceeds from the sale of that oil.

And I think that, many times, as we go back and we are looking
hindsight, using the advantage of hindsight in looking at this, we
have a tendency to say, how did the wheels come off of this? And
how did it get to be so seemingly out of control? And that is hard
for us to get our arms around, what appears to be just a blatant
disregard for humanitarian aid and for the welfare and well-being
of people, not to mention respect for the law.

You have mentioned in your testimony a couple of different
places on page 2 and 3 about the political debate and impeding ac-
tion against violators of the program. And you mentioned earlier in
your remarks, the U.K. Was generally with us.

Mr. ANDERSON. Yes.
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Mrs. BLACKBURN. And then to Dr. Burgess’ response you men-
tioned against the French and Germans. And how much of the
pressure to turn a blind eye, if you will, to any actions against the
violators, how much of that came from the French and Russian
governments?

Mr. ANDERSON. I would say, ma’am, that I would turn that
image around.

Mrs. BLACKBURN. Okay.

Mr. ANDERSON. And I would say that the pressure from the U.S.
and U.K. To look into violations was quite strong. And we got simi-
lar pressure back from countries that were most interested.

Mrs. BLACKBURN. You got the push back from the French and
the Russians.

Mr. ANDERSON. Yes. That’s correct.

Mrs. BLACKBURN. Considerable?

Mr. ANDERSON. Considerable pushback? In particular with re-
gard to contracts that involved companies from those countries.

Mrs. BLACKBURN. Okay. During this period of time, the mid
1990’s, do you know if there was a relationship between Kofi
Annan and Cotecna?

Mr. ANDERSON. I don’t have any familiarity with that beyond
what I read in the second report of the Volcker Commission.

Mrs. BLACKBURN. Do you know if Kojo Annan was involved in
any way at that point? Are you aware of anything from there?

Mr. ANDERSON. I would refer you to the report. That’s the source
of what I know. He was employed by Cotecna, and the dates of his
employment and the conditions are detailed in the Volcker Com-
mission’s report.

Mrs. BLACKBURN. You also mentioned in your testimony that
there were regular briefings on the program that were given to the
Security Council Ambassadors.

Mr. ANDERSON. Yes.

Mrs. BLACKBURN. And what feedback did they give and how re-
ceptive did they seem to be to negative information?

Mr. ANDERSON. The—if I understand, ma’am, you are referring
to briefings by the United States on knowledge that we had.

Mrs. BLACKBURN. Right.

Mr. ANDERSON. And I would say the reaction was typically nega-
tive from members of the Council, other than the U.K. It was typi-
cally—pushback was a good word, challenging the veracity of our
information, challenging whether or not there was evidence to sup-
port the assertions that we were making. There was a tendency to
question the information the U.S. was presenting.

Mrs. BLACKBURN. Did they give you as much resistance on ac-
cepting negative information as they did to any type of action
against the violators of the program?

Mr. ANDERSON. I just want to see if I understand the question,
ma’am. The violators, are you referring to companies or——

Mrs. BLACKBURN. Correct. You know, as we have talked about
the violators on the aid, and you mentioned in your testimony some
of the disagreements that were there, the fundamental disagree-
ment over dealing with some of these folks. My—and what I'm try-
ing to get to, Mr. Anderson, is how strongly they would resist, the
negative information, and then turn around and deal—how strong-
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ly they would resist dealing with anybody who was trying to im-
pede what they saw as a benefit to the French and Russian govern-
ments.

Mr. ANDERSON. Well, I think in general everybody on the 661
Committee accepted that violations of the sanctions regime should
not occur, in principle. But when it came down to specific cases of
violators, there tended to be a lot of debate about the evidence,
whether an actual violation had occurred and whether one could be
sure, based on the available evidence, that it had occurred.

Mrs. BLACKBURN. Okay. You know, in the last panel, one of the
questions that I asked was if members of this committee, the 661
Committee, the Iraq steering committee, whatever we are going to
call it, if they should come in and testify before this committee, if
we should have them there. And I would be interested to hear from
you if the State Department, what the State Department’s opinion
would be on having those members come in. Because I find it very
interesting that it seems as if there was a denial, an awareness of
what was probably happening, but then a choice to possibly not
take action. So I would be interested in what the State Depart-
ment’s opinion is on that.

Mr. ANDERSON. Well, the members of the 661 Committee of
course were the 15 countries who were members of the Security
Council. And the individuals who were sitting in that committee
were all diplomats just as I am. So if I served—you asked, ma’am,
where I was in 1991. I was in Poland, for example, and I dealt with
the parliament of Poland. And occasionally they requested that a
U.S. diplomat would come and talk to them in a committee setting
like this. And our response to that was always that we are always
happy to talk to a committee, but we are not happy to be subpoe-
naed by a committee because we have diplomatic immunity. And
I would guess that most diplomats from the 15 countries who were
on the 661 Committee, on the Iraq sanctions committee, would
probably react in a similar way; that you might get people to talk
to you, but I'm not sure that you would get them to testify under
oath.

Mrs. BLACKBURN. You are probably correct. And I thank you so
much for your answers.

Mr. Chairman, I will yield back.

Mr. WHITFIELD. Thank you.

I will recognize the gentleman from Florida for 10 minutes.

Mr. STEARNS. Thank you, Mr. Chairman. I don’t have a full
length of questions here, but I just wanted to ask Mr. Anderson:
Has your career pretty much been at the State Department?

Mr. ANDERSON. Yes, sir.

Mr. STEARNS. From when you got out of school, college?

Mr. ANDERSON. I was in West Africa as a Peace Corps volunteer
for 2 years after college. And then I came back to Washington, and
I completed my graduate studies before I joined the Foreign Service
and also worked at the Commerce Department for a period of time
during those graduate studies.

Mr. STEARNS. So you have been at the State Department how
many years, would you say?

Mr. ANDERSON. 25 years.
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Mr. STEARNS. In your 25 years of being there, have you seen any-
thing like this occur? Generally, you find these type of arrange-
ments, that Saddam Hussein used oil allocations to undermine the
sanctions. It’s not brand-new. In your experience, have you seen
other cases where this paradigm, this model has occurred in all of
your experience? Is this unique in all of your professional history?

Mr. ANDERSON. Well, sir, I would say this particular program,
the structure of the program, the breadth of it, is certainly unique.
But since you referred to my career, I will permit myself to refer
to my experience in the Middle East. I served 5 years altogether
in the Palestinian areas and in Israel. And I must say that, in the
kind of approach to dealing with the rule of law that we observed
in this procedure was—is something that one can see in other
areas in the Middle East also. Not on this scale, but the idea that
business transactions are not transparent, that there may be dou-
ble-dealing or triple-dealing is certainly not unknown in that region
of the world.

Mr. STEARNS. That is what I am trying to get at. It seems to me
we have oil here, but you could have food. You could have housing.
You could have health. I mean, you could have a whole series of
commodities that could be used like oil. And in the Middle East,
there is a climate of quid pro quo, whether it’s money or other
things. So what I'm trying to establish, in your professional opin-
ion, is this unique and egregious and something that people
couldn’t say, Well, this is just how the Middle East is and this is
how everybody does it there. So this program is no different than
they have done for eons. And so for Mr. Volcker to come here and
try and do a report, he might have a difficult time because he can’t
separate what is the custom and culture. And so I need to hear
from your professional experience whether we are talking about
something here that is totally separate from the argument, that’s
part of the culture.

Mr. ANDERSON. I would respond, sir, that this program is dif-
ferent from what is typically the case in the Middle East in several
aspects. One, the size, because, we were talking about

Mr. STEARNS. Billions of dollars.

Mr. ANDERSON. Billions of dollars and comprehensive sanctions
on an entire national economy.

Mr. STEARNS. Over a long period of time.

Mr. ANDERSON. Over a long period of time. There’s nothing on
that scale.

Mr. STEARNS. So the scale of it, with the amount of money. And,
two——

Mr. ANDERSON. Complexity.

Mr. STEARNS. Complexity. And, three, that it is over a long pe-
riod of time. It wasn’t just a one-time transaction.

Mr. ANDERSON. That’s correct.

Mr. STEARNS. Do you have—now, just I'm asking in your profes-
sional opinion here. And you can also give me a personal opinion.
Do you think Volcker is going to be successful in trying to get to
all the nooks and crannies here and get to the bottom of this, con-
sidering the extensive amount of relationships between nations and
third parties? How do you get to the bottom of this? And do you
feel confident that you can? What is your professional opinion?
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Mr. ANDERSON. Sir, I would refer you to the mandate for
Volcker’s committee. We were quite careful in approving the U.N.
Resolution that accepted the creation of the committee to make
sure that the mandate of the committee was limited. And, indeed,
if you look at it, it is limited to investigating wrongdoing by U.N.
Officials in violations of the rules that were established by the
sanctions committee. And that means that other bad things that
happened that were outside the functioning of that—the Oil-for-
Food program and the procedures are certainly bad, but they may
not be within the mandate of the Volcker committee. So when you
ask me, do I think whether he will succeed, in answering that, I
try to look at what it is, what the task that he was assigned to.

Mr. STEARNS. The question is, can he succeed on the task given
to him?

Mr. ANDERSON. I think it is always a question in any investiga-
tion on whether he can get evidence for any assertions. I think that
he is—if you look at his first two reports, I think you will see that
he has uncovered a range of assertions. Some of them have been
better documented; others have been less well documented. But he
has included in his report even things that are less well docu-
mented, and he might presumably be continuing to investigate as
that investigation proceeds.

So I would say, since the Volcker committee is not a judicial in-
stitution, it’s an investigative committee, and the results of that
committee’s work could be and may be forwarded to national au-
thorities in the appropriate countries.

Mr. STEARNS. Where would that go, to the international court?

Mr. ANDERSON. No. I don’t think so. I think it would go to na-
tional judicial authorities in appropriate countries for prosecution
if

Mr. STEARNS. Because, see, when you do an investigative report,
you really don’t have this subpoena under oath, and you are just
asking questions and people can say what they want. And so my
concern is the range of answers and range of interpretations, and
this whole thing gets so murky. And it seems to me we need more
of a judicial investigation where you have subpoena powers that he
can put them under oath and there is a case where we could, if
they suborned perjury, that we could actually put them in jail, even
minor people. But I just don’t have the feeling that he has that
kind of authority. Is that true?

Mr. ANDERSON. That’s correct. He does not have that authority.

Mr. STEARNS. So how can you investigate if you don’t have the
authority to extirpate the truth?

Mr. ANDERSON. Well, I think what Mr. Volcker stated is that he
is preparing the best information that he can based on the access
he has, granted by the United Nations, and that this information
will be made available to member states including the United
States and our judicial authorities who do have subpoena power
and investigatory authority, who can investigate, if they deem it
appropriate, any of the cases that might be described in the report
of the Volcker committee.

Mr. STEARNS. Just as an outside observer, we see that the impli-
cation of some high Russian officials that has been in the paper
this week. Now, how much confidence—and I am just rhetorically
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putting this question out—do we think Russia is going to institute
judicial prosecution against these high Russian political officials?

Mr. ANDERSON. That’s obviously up to Russia to decide. And I
won’t comment——

Mr. STEARNS. But by opening up that, they open up a can of
worms for their own policy positions at their government at the
highest level.

Mr. WHITFIELD. If I could interrupt. They informed us that they
are not going to do anything.

Mr. STEARNS. So we've already heard from Russia that, even if
their highest officials are implicated, they are not going to do any-
thing. So, you know, it’s a little frustrating I think for us to look
at the Volcker Commission and think that we are going to get some
solid answers, and, more importantly, there are going to be results
from it.

So, Mr. Chairman, with that, I just appreciate your having the
hearing and want to encourage this continued investigation. But I
think Mr. Anderson pointed out some problems with the ultimate
jurisdiction of Volcker and getting the member country to prosecute
the individuals that are guilty.

Mr. WHITFIELD. Thank you, Mr. Stearns.

At this time, I will recognize Mr. Inslee for 10 minutes.

Mr. INSLEE. Thank you. Mr. Anderson, I do have a question, but
I need to say something before I start. So if you can just bear with
me for a couple minutes.

Yesterday, in preparation for the Democratic-Republican baseball
game, I pressed into service a young man who is a neighbor of ours
to play catch. And this young fellow, I haven’t seen for a couple of
years, he’s been in the Army and he is scheduled for deployment
in Iraq here probably early next year I think. And the reason I
mention that is that, with all due respect to this hearing, I really
would rather be investigating how we can make sure that young
man has the tools available to keep him safe and how we can make
sure that our taxpayer money is not being wasted on contracts that
have been squandered, and how we can make sure that $80 million
gets accounted for so that we can put that into armored HMMVWs
instead of some rat’s nest of profiteering in Iraq. And I've been very
disturbed that our institution, the U.S. House of Representatives,
is not getting to the bottom of why contractors are disposing of mil-
lions of dollars of taxpayers’ money instead of having armored
HMMVWs for our soldiers like my neighbor who is going there
early next year. I really think that is a fitting subject of inquiry
that I would hope that our committee at some time can get to. We
have made numerous attempts on the floor of the House to do that.
We need a Truman commission in this regard, which, frankly, is
a lot more important than this subject.

I would also like to see an investigation of some of the things
coming out now about why my neighbor has to go to war and how
that takes place—how that took place. I read a note from a London
paper the other day from a July 23, 2002, memorandum that said,
“In high-level meetings between the Bush administration and the
British saying military action is now inevitable, Bush wanted to re-
move Saddam through military action justified by the conjunction
of terrorism and WMDs, but the intelligence and facts were being
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fixed around the policy. The case was thin. Saddam was not threat-
ening his neighbors, and his WMD capability was less than that of
Libya, North Korea or Iran.”

This is a smoking gun about what happened, why my neighbor
has to go to Iraq and be subject to hostility when a war started
based on false, fraudulent information. And that’s what I would
like to see the U.S. Congress investigating so that my neighbor
doesn’t get in harm’s way in Iraq. Instead, we are fooling around
with the history of some oil effort that, frankly, I don’t think is
going to keep him safe. And I hope at some point the U.S. House
of Representatives does its duty, which is to have a Truman com-
mission to investigate the fraudulent use of taxpayer money and
how this war started based on false information. That’s an inves-
tigation worthy of this Congress.

But I want to ask you a question about this regard now, turning
to the subject of this hearing. I was looking at some of the lan-
guage, earlier witnesses have talked about, on kickbacks. And they
submitted a document that said that while, “While the practice has
usually been associated with weapons procurement, it was also a
regular feature of the Reagan administration’s agricultural support
program to Iraq as administered by the U.S. Department of Agri-
culture’s commodity credit corporation.” In this guise, it was known
as, “after-sales service.”

Do you know how that happened and what was going on there?

Mr. ANDERSON. I believe that program was administered by the
Agriculture Department, and I would have to get you an answer
from them or refer you to them. I'm not familiar with that.

This question should be directed to the Department of Agriculture, which admin-
istered that program.

Mr. INSLEE. Thank you. I'll appreciate it if you can do that. Now,
youre in the office—you’re the director of the Office of Peace-
keeping Sanctions and Counterterrorism. That’s your current title?

Mr. ANDERSON. Yes, sir.

Mr. INSLEE. And what were you doing back in July 2002?

Mr. ANDERSON. July 2002, I was the counselor to the U.S. em-
bassy in Warsaw, Poland.

Mr. INSLEE. Okay. So could you give us any information about
this British memorandum that suggests that the Bush administra-
tion had made a decision to take military action in July 2002 based
on flimsy evidence, on thin evidence based on assertions that WMD
had less capability in Iraq that Libya, North Korea or Iran? Do you
know anything about that?

Mr. ANDERSON. No, I don’t.

Mr. INSLEE. I wish you did, because that’s the thing I would like
to see the U.S. Congress finally figure out, how this war started
based on false information. Thank you.

Mr. WHITFIELD. I will recognize the gentleman from Michigan for
a brief remark.

Mr. StuPAK. Thank you, Mr. Chairman. And I just want—you
know, today’s hearing got off a little bit there on the wrong foot
with some documents coming into the—or wanted to be admitted
into the record. And, you know, we have always worked well on
this committee in a bipartisan manner; I hope we can keep that up.
In my opening statement I indicated to you that I thought that we
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should do further investigation along these lines, especially some
of the U.S. interests in some of the U.S. oil companies that may
or may not have benefited from this Oil-for-Food program. So I
would hope in the weeks ahead that we can take another look at
that. We have a couple subpoena requests that we had asked and
documents we wanted from certain documents; hopefully, the ma-
jority would honor that and sign the subpoenas so we can get the
documents front and center.

I think what the committee has done today is sort of tip of the
iceberg, but you can sort of see the frustration on this. We all have
strong feelings on this, even the last questioner there, my friend
from Washington, there, mentioned the impact of this. It’s more
than just Food-for-Oil program; it’s the whole Iraq war and every-
thing else, which sort of gets energy levels up around here. And no
disrespect meant to the Chair or anything like that, but we do have
some strong feelings on this side as I'm sure you do on your side,
and we’'d like to use this committee as being as bipartisan as we
are and that, that we continue to work on this issue, but hopefully,
we can have a full investigation including the areas that the minor-
ity would like to explore through subpoena or interviews of compa-
nies. And we would hope you would join with us in that request.

Mr. WHITFIELD. Thank you, Mr. Stupak.

And, Mr. Anderson, thank you for your testimony today. As we
all know, the chairman of the full committee has a real interest in
this whole subject matter, and I know that there will be additional
discussions as we move forward in trying to make some determina-
tions about which ways to go in further hearings on this subject.
So, with that, this hearing is adjourned. And I appreciate your tes-
timony.

[Whereupon, at 5:42 p.m., the subcommittee was adjourned.]

[Additional material submitted for the record follows:]
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The Honorable John D. Dingell June 20, 2005
U.S. House of Representatives
Committee on Energy and Commerce

Thank you for the opportunity to further contribute to your investigation into the UN’s
Oil for Food Program. 1 sincerely wish you well in this endeavor. The following are my
answers to your questions of June 6, 2005.

D During your testimony, you stated that im your written report
published in 2003 you had not studied the role of the Secretary General in
overseeing the Oil for Food Program. However you made several
allegations about his poor oversight, stated that you had many documents
to support those allegations, and promised to provide them to the
Committee. Please provide those documents.

The CIJ report, Sources of Revenue for Saddam & Sons was published in September
2002. Since then Saddam has been toppled and a number of investigations of the Oil for
Food Program have commenced. Consequently tens of thousands of pages of documents
have emerged, to which we did not have access at the time. I have incorporated some of
these documents in my answers.

Initial negotiations

In September 1991, then Secretary General Javier Perez de Cuellar submitted a report to
the Security Council recommending procedures for implementing the Qil for Food
Program. (See Annex 1) The Secretary General recommended that Iraq be allowed to
choose oil buyers as well as humanitarian suppliers. Paragraph 20 of his report begins,
“The most efficient way of selling Iraqi petroleum and petroleum products is for Irag to
carry out the marketing.” Paragraph 45 ends with, “It is, therefore, recommended that the
Government of Iraq be entrusted with the task of purchasing and arranging for deliveries
of the goods to Iraq.” By September 1991, there was ample documentation available to
the Secretary General (See Annex 2) demonstrating that Iraq would make every effort to
undermine and manipulate sanctions. Allowing Iraq to choose buyers and suppliers not
only demonstrated ‘poor oversight’, it handicapped future UN officials and
institutionalized poor oversight into the oil for food program itself.

Oil Expertise

Another example of poor oversight began in October 1991. The Secretary General
appointed a three person panel to advise him “on various aspects of Iraqi oil exports
under the sanctions regime.” (See Annex 3) One of those persons was Loik le Floch-
Prigent, Chairman of Elf Aquitaine. At the same time, Elf Aquitaine was deep into
negotiations with Iraq regarding future production agreements from massive Iragi oil
fields. The agreements would only come into force once sanctions were lifted. Mr le
Floch-Prigent was an active participant in the negotiations.

Second Negotiations
Within days of Secretary-General Boutros Boutros Ghali taking office in January 1992,
he dispatched the UN controller, the senior official in charge of the UN’s finance and



85

budget, Assistant Secretary General Kofi Annan to Geneva to open negotiations with the
[raqis as to practical procedures for an Oil for Food Program. In the first meeting Kofi
Annan reportedly agreed to allow the Iragis to run the majority of the revenue through
Iraq’s own bank account with only notifications to the UN of transactions. (See Annex 4)
The Security Council refused to back the UN controller and the Iragis subsequently broke
off negotiations. Allowing the Iragis control over the revenue stream would have given
the UN a very poor base from which to exert oversight.

Lack of a Learning Curve

From the imposition of sanctions in August 1990 until the first oil exports in Dec 1996,
Iraq was allowed to import virtually any item with the approval of the UN Security
Council. The UN Secretariat provided the personnel and resources to advise the Security
Council’s sanctions committee. For food and medicine the Security Council had no veto
over the transaction but was merely notified. UN records from the time are full of
examples of suspicious activity by Iraq and its foreign suppliers. There was no secret
within the corridors of the UN as to Iraqi malfeasance however the Secretary General
never allocated sufficient resources to allow an effective advisory capacity to the Security
Council. (See Annex 5)

UN Procurement

In January 1996, Iraq began seriously negotiating the terms of a Memorandum of
Understanding with the UN Secretariat, still under the control of Secretary General
Boutros Boutros Ghali. This MoU was signed in April 1996, but the negotiations and
establishment of the procedures and mechanisms took another six months. During this
period of time, normal UN regulations on procurement of major contractual components
necessary to get the program off the ground were constantly violated. The violations
took place at the specific direction of the Secretary General or by those he appointed in
an ad-hoc body called the Iraq Steering Committee. As an example of poor oversight, the
Iraq Steering Committee kept no minutes of its meeting and had no formal procedures,
The Volcker Commission outlines in detail the decisions made by these senior UN
officials reporting directly to the Secretary General. The toothless monitoring
mechanism set up at the direction of the Secretary General further impeded the ability of
future UN officials to grapple with corruption under the program. (See The Independent
Inquiry: Interim Report, February 3, 2005, Chapter 3.)

Audits

The Oil for Food Program was poorly audited. According to the UN Board of Auditors
in their 2001 annual report, the UN averages 12 internal auditors per billion dollars of
annual expenditure. At this rate the Oil for Food Program should have had 160 internal
auditors. They had 4. In addition there were no internal audits for the first two years of
the program. There were no internal audits of the UN headquarters handling of the
program. There were no internal audits of any of the oil or humanitarian contracts, even
after public and private allegations of corruption were made. As the Volcker
Commission noted the head of the Secretariat’s auditing board, the OIOS, reports to the
Secretary General. *. . .this reporting arrangement was unsatisfactory because of
potentially conflicting budgetary and management responsibilities of the Secretary-
General.” (See Independent Inquiry: Internal Audit Reports, Jan 9, 2005.) Kofi Annan
had previously been the UN controller. With this background, as Secretary General, he
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should have insisted on rigorous auditing. He did not. This exemplifies ‘poor oversight.’

Office Monitors

Under the 1996 MoU the UN could determine how many distribution monitors it would
deploy inside Iraq. These monitors were to have absolute freedom of movement in
carrying out their duties. Secretary General Boutros Boutros Ghali determined, via an
undefined process, that 151 international monitors would be deployed. The number
could be increased at the discretion of the UN. (See Annex 6)

In October 2000, the UN's Office of Internal Oversight performed an audit on the
deployment of the international observers. The auditors found that one-third of the
expatriate observers were assigned administrative duties, i.e. ”. . . are not actually
discharging their responsibilities as Observers despite being specifically recruited and
allowed entry into Iraq for this purpose.” It was noted by the auditors that UNICEF had
assigned over 78% of their allocation of observers to administrative duties.

One month later, at the end of November 2000, Secretary General Kofi Annan provided a
report to the Security Council on ‘the distribution of humanitarian supplies throughout
Iraq.” In the section entitled ‘United Nations observation mechanism’ the SG made no
mention of desk-bound monitors. Quite the opposite, he declared that an ‘enhanced
observation mechanism’ had been into place in July 2000. This had improved ‘the
effective management of the observation process.” He concluded, ‘It is my sincere hope
that the Committee will, on the strength of these assurances, review further the present
high level of holds on humanitarian contracts in order to enhance the effectiveness of the
programme.’

In other words, contrary to the findings of his own in-house auditors, whose reports were
not available to the Security Council, the Secretary General reported that the observation
mechanism was improving and therefore the Security Council should relax its own
scrutiny and skepticism of Iraqi contracts.

IDPs

During the Oil for Food Program, the most threatened populations in Irag were those the
Iragi government had expelled from their homes, the internally displaced. These people
desperately needed the recognition and protection of UN officials on the ground. They
never received it. During the research for a report written by myself and Victor Tanner
for Brookings/SAIS in 2002, we persistently queried the Qil for Food Program as well as
the UN humanitarian agencies that worked under it, as to the internally displaced. The
following was typical of their responses. The spokesperson for the Oil for Food Program
said;

“The UN under this program does not deal with IDPs. We are only in Iraq to
observe the distribution of supplies. The government of Iraq is directly
responsible for programs for IDPs and I don't believe they have any programs for
IDPs. Only in the three northern governorates do we have specific projects
because we are operational.” In response to a query on assistance to the displaced
in Iraq, the World Food Program (WFP), a key observer of the distribution the
OIP spokesperson referred to, commented: "As for the south, the characteristic
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lack of information as to their plight does not allow us to assess the real
complexity of the issue."

The UN High Commissioner for Human Rights pointed out on many occasions the plight
of the displaced and the fact that they were not receiving humanitarian rations. Just as
adamantly, the UN Secretary General, the Oil for Food Officials, and the UN
humanitarian agencies continued to ignore the tragedy of the displaced. Eventually the
Security Council ordered the Secretary General to report on Iraq’s refusal to give the
displaced the humanitarian rations. Secretary General Kofi Annan ignored the Security
Council. (See Annex 7)

2) One of your complaints about the Oil for Food Program was the
lack of competitive bidding in the provision of humanitarian goods to
Iraq. Was there any provision in the program that mandated
competitive bidding? Did the 661 Committee require it?

There was no provision in the program that mandated competitive bidding for the supply
of humanitarian goods to Irag; hence my complaint. As noted above the first UN
procedures allowed Iraq to make all decisions regarding contracting. (Annex 1)
However, the Security Council did mandate the UN secretariat to employ experts to
examine each contract, in particular the details of price and value. There were more than
20,000 contracts for the supply of goods to Iraq. The UN experts found 70 that were
overpriced. This represents less than one half of one percent of all contracts. The UN
claims that the Security Council did nothing about these overpriced contracts. As a point
of comparison, the US Department of Defense examined 750 Oil for Food contracts in
2003 and found that 48% were overpriced. In the sector of food commodities, the easiest
to price-check, the DoD study found that 87% of the contracts were overpriced.

{See Annex 8)
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3) Several times in your testimony you stated that all of the statistics
including those reporting on health, mortality, and sanitation in Iraq
after the first Gulf War reported by the United Nations were based on
“phony Iragi government statistics” and were subsequently retracted
by the United Nations. Please provide citations for the reports based
on “phony Iragi government statistics” and the dates of their
retraction.

In 1995, the UN oil for food agency FAO issued a report titled Evaluation of Food and
Nutrition Situation in Iraq. A portion of the report was based on a survey conducted by a
team of US based anti-sanctions campaigners contracted by FAO. “With the cooperation
of the Nutrition Research Institute of the Ministry of Health, the Mission conducted a
survey in Baghdad to assess the nutritional status and mortality of children under-five
years of age.” Afterwards, the FAO surveyors wrote a letter to the prestigious British
medical journal The Lancet, which concluded “The moral, financial, and political
standing of an international community intent on maintaining economic sanctions is
challenged by the estimate that since August, 1990, 567 000 children in Iraq have died as
a consequence.” The press had a field day, citing the UN’s FAO as claiming half a
million children had died from sanctions. Eighteen months later the surveyors, followed
up with another letter to the Lancet stating that subsequent surveys showed far lower
mortality rates, or as the writers put it, “several-fold lower.”

Columbia University’s Richard Garfield made a comparative study of the various Iraq
mortality surveys. In his 1999 paper, The Impact of Economic Sanctions on Health and
Well-Being, he described the FAO study. “Advocates for ending sanctions have accepted
Iraqi claims without critical examination. An early report, later retracted because of data
inconsistencies and errors in survey methods, estimated excess deaths of children under
five at 500,000 in 1995 (Zaidi & Smith Fawzi, 1995). Despite its subsequent retraction
(Zaidi, 1997) the study is still often referred to.”

Nevertheless the FAO boasted of the impact that this report had on international public
opinion and the importance of this report on the weakening of the resolve of the UN
Security Council and the consequent establishment of the Oil for Food Program. Despite
the retraction the FAO in reporting to its client, the Government of Iraq, in its
Assessment of the Food and Nutrition Situation Iraq 2000 wrote, “The high levels of
malnutrition documented by the 1995 mission were an important catalyst for the reaching
of an agreement on the implementation of the Oil-for-Food Programme.”

Several months after the publication of the flawed FAO survey, the World Health
Organization produced one of its own. In “The Health Conditions of the Population in
Iraq Since the Gulf Crisis”, published in March 1996, WHO claimed the health system of
Iraq had been set back 50 years and that child mortality had increased six fold under
sanctions. As Richard Garfield noted, “In 1996 the Iraqi ministry of health, with the
assistance of a consultant from WHO, printed a report showing an average monthly
excess of 4500 deaths among under fives (WHO, 1996). WHO reported this data as its
own; UN humanitarian agencies henceforth reported 4500 embargo-related deaths as a
verified fact.”
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It is important to note that both of these flawed UN reports were issued at a critical
juncture in the negotiations between the UN and Iraq over establishing the Oil for Food
Program. The resulting publicity clearly eroded the UN’s position and led to
compromises being made in Iraq’s favor.

The main UN report used to advocate the easing or lifling of sanctions was UNICEF’s
1999 report titled Child and Maternal Mortality Survey 1999 Preliminary Report. The
report opens by noting that the survey was a partnership between the Government of Iraq
and UNICEF. It states that the Iraqi Ministry of Health was closely involved in all
aspects of the survey. This included planning, design, fielding the data collectors as well
as their supervisors. The government also did the data entry. (See Annex 9)

A former UN official, Rehan Mullick who worked with the statistical databases in
Baghdad wrote an internal report to senior UN officials in 2002. In it he made some
shocking revelations. As reported by the National Journal;
“Furthermore, Mullick reported, the locals working on the database
included the son-in-law of the Iraqi deputy foreign minister and the
children of a top official in the Mukhabarat -- Saddam's personal
intelligence agency -- plus the children of a retired Iraqi intelligence
official, a former ambassador, and other Baath Party members. The
UNICEF database, which compiled the statistics on infant mortality and
other politically sensitive measures of the humanitarian situation, was
handled by Iragis directly linked with the ministry of foreign affairs; one
was the daughter of a deputy prime minister. The person in charge of the
special end-use monitoring of imports that potentially had dual uses was
another Iragi with strong ties to the regime.” (See Annex 9)

UNICEEF has yet to retract its 1999 survey.

In December 2002, Hasmik Egian, the Oil for Food spokesperson said; "Sixty percent of
the (Iraqi) population relies entirely on the food basket and it's their only means of
covering their nutritional food needs." [ have never been able to determine the statistical
data, phony or not, upon which this statement was based. Nevertheless this statistic has
been incessantly repeated. Sixty percent of the Iragi population represents about 13
million people.

A UN agency involved in the Oil for Food Program, the World Food Program issued a
press release on Sep 28 2004 announcing an ‘unprecedented survey’ of food in Iraq. (See
Annex 9) “The political environment before the war made it impossible to analyze the
level of poverty and hunger in the country,” explained Torben Due, Country Director for
WFP’s operations in Iraq. “For the first time, we are getting an accurate picture of
people’s access to food. As a result, we are much better able to plan assistance.” WFP
found that “6.5 million people — 25 percent of the entire population — remain highly
dependent on food rations.”

Prior to the US invasion of Iraq, the UN claimed 13 million people were entirely reliant
on the UN for humanitarian aid. The UN now says that 6.5 million are highly dependant.
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Either the toppling of Saddam provided a dramatic improvement in the humanitarian
situation in Iraq or the UN figures were grossly wrong.

4) You testified that the United Nations could have opposed contracts
to supply goods to Iraq with companies that, although approved by
member states to enfer into contracts, were actually money
launderers, organized crime companies, and terrorists. Please
describe the process established under the Oil for Food Program that
allowed the United Nations to, unilaterally or otherwise, halt such
contracts.

The premise of this question is wrong. Why would the UN need a ‘process’ to be
established in order to oppose contracts with money launderers, organized crime and
terrorists?

Prior to the establishment of the Oil for Food Program the UN secretariat advising the
Security Council pointed out numerous suspicious transactions with Iraq. The main
impediment stopping the UN from continuing this practice was not a lack of process but
that their most experienced investigator, Paul Conlon, was fired just weeks before the
program came into being.

5) You stated in your testimony that Boutros Boutros-Ghali had “an
awful lot of influence on the selection of the bank” for the Oil for Food
Program. Please provide documentation for that statement.

Independent Inquiry, Interim Report, February 3, 2005, ppg 73-84

6) You stated in your testimony that you thought Secretary General
Kofi Annan “knew what was going on.” On what basis did you make
that statement? Please provide documentation.

The relevant excerpt from the testimony is the following.
“NORWOOD: . ..

Is it true that the Secretariat had no decision making role in setting the terms of the
oil-for-food program?

FAWCETT: That's not true. The Secretariat had an ongoing daily decision making
capacity. The oversight was by the Security Council, and they could step in at any
time. But all the data that was being passed to the Security Council, the options for
the program, how it would change, were being provided by the U.N. itself.

NORWOOD: Well, is the secretary a hands-on kind of fellow, or does he delegate
and just sort of didn't know what was going on, or you think he knew what was going
on?
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FAWCETT: I think he knew what was going on, yes.

NORWOOD: Do you think the oil voucher system was mostly a benign record
keeping system of Saddam's regime?

FAWCETT: Absolutely not. It was the record keeping system of graft and corruption
and political slush funds. I don't believe that all the members of the Security Council
knew of the existence or of the details of the voucher regime. I believe that only
came out after the toppling of Saddam.”

There are three basis for my claim that Secretary General Kofi Annan “knew what was
going on.”

a) Any senior UN official that was responsible for dealing with Iraq would have been
aware of the key literature as well as intemal United Nations reports bluntly detailing
Iraq’s corrupt practices. (See Amnex 10)

b) Kofi Annan had a career path within the United Nations which provided him thorough
insight into the operations of the UN as well as contacts throughout the bureaucracy. He
has worked for humanitarian agencies, WHO and UNHCR. He was head of UN
personnel, head of administration and management, head of programme planning and
budget, head of Peace Keeping, the Security Coordinator and the UN Controller. He was
first employed by the United Nations at the age of 24. He was a life long employee.

¢) Kofi Annan had a long history of involvement with Iraqg.

« He negotiated with Iraq to release foreigners held as hostage in 1990. He
developed a relationship with Tariq Aziz.

« On behalf of the UN he opened Oil for Food negotiations with Iraq in 1992.

« In 1998, during the conflicts between the arms inspectors and Irag, he took a
very hands-on role in negotiating with Saddam Hussein, defusing tensions
carly in the year by declaring that the Iraqi president was a man he could do
business with.

» Late in 1998, when the US/UK initiated a bombing campaign that could have
led to all out war, he was involved on a daily if not hourly basis with Irag
related issues.

« He had Middle East advisors such as Ghassan Salameh and Lakhdar Brahimi
who were very familiar with Iraq.
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In Defense of the United Nations

The UN is indispensable. I believe in its mission. There are many UN heroes. These are
people that have attempted to perform honestly and courageously. I have seen them
boldly sticking their heads up in the midst of war as well as risking their career in the
bureaucratic dungeons of New York. Rather than scheming their way into ever more
prestigious and lucrative positions, their primary goals is to assist the downtrodden in a
manner that builds the credibility of the organization they believe in; the United Nations.

Rehan Maullick is one such unsung hero. In Baghdad, at personal risk to himself he tried
to blow the whistle on the Oil for Food Scandals. In New York, at personal cost he
pushed paper in front of noses. He truly believed that if senior UN officials knew what
was going on, they would set things straight. He was fired

Another is Paul Conlon. His book, United Nations Sanctions Management is at times
darkly comic, yet unrelenting in its condemnation of the Security Council, UN member
states, and the Secretariat for failure to exert responsible oversight of the Iraq sanctions.
In a truly enlightened act, Conlon has made publicly available to the University of lowa
as well as the Technical University of Dresden an extensive archive of UN intemal
documents that would never have seen the light of day without his taking a
whistleblower’s risk. In 1995, Conlon was fired by the United Nations Department of
Political Affairs. Every point Conlon made, every pitfall he pointed out, every scam he
identified was ignored by the Security Council, the Secretariat, and the UN humanitarian
agencies. Affer his firing Iraq was given carte blanche to manipulate the Oil for Food
Program.

Due to the actions of Paul Conlon, Rehan Mullick and others as yet un-named, no UN
official, (Secretariat, Security Council, Humanitarian, or Ambassador) could ever claim
that the pervasive corruption of the Oil for Food Program was not foreseen or that “1
didn’t know.”

John Fawcett
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TaB2

*Translator comments appear in hard brackets.

In the name of God, the Most Gracious, the Most Merciful

Republic of Iraq
Ministry of Oil
Office of the Minister [Margin note to:}
The Honorable Executive
Director: Please review.

Nov. 22

Number: W/349
Date: 22 November 1998
SECRET and PERSONAL

The Vice President of the Republic,
The Honorable Mr. Taha Yasin Ramadan

Subject: Extension of Phase Four

Implementation of your directive, dated 19 November 1998, regarding the suggestion to supply
additional quantities, which will be due during the two month extension starting from 29
November 1998, ...we would like to show the following:

1- An additional quantity for the period of two months 1.8 million barrels a day X 60 days is
approximately (110) million barrels.
2- We suggested the distribution of the additional quantity as follows:
a- Full return of the cut during phase four is approximately (18) million barrels
b- Provide a reserve quantity limited to 10% (approximately 12 million barrels) for the
purpose of special requests of friendly companies and distinguished personalities.
¢- Distribute the remainder approximately (80 million barrels) to the friendly nations,
companies, and political establishments, at a rate nearly in accordance with phase
four and [organized/arranged) for the super-powers as shown below:

Russia 40% [Margin note on lefi to0.]
France 15% The Honorable Executive Director of the Marketing
China 11% Organization: do what is necessary regarding the agreed upon

on the aforementioned annual budget to nominate the carriers.

Please provide approval on the distributions regarding the attached schedule, to contact the
companies directly, to save time, and nominating the transporters.

With regards. .. i

BT

¢ {signature of Saddam Zaban Hasan) )
Lt Gen Enginéer B [signature of “Amur Muhammad Rashid)

T R Margin note Nov. 22
‘Amir Muhammad Rashid £ Italyg )
Minister of Qil + Algeria
21 November 1998 and [consider it done},

N - e

B

N

[signature of Taha Yasin Ramadan]
21 November 1998
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TaB3

17 December 1999

Disclosure of Specifications to the Phase after the Sixth

[Margin Note)

Adjusted by the order of the
President-Leader, may God
bless him, at the meeting on the
morning of 17 December 1999.

(Special Orders) RN
['Amir Muhammad Rashid}
Suggested Dec. 17
Phase V Phase Vi Specifications
Countries Specifications Specifications after Phase VI Notes
[of ies of Per t Membership
increase the O#f
1- Russia 38.3% 34.6% | 87.0 311% when you can
A- Standard Orders 25.2% 23.6% 19.3%
B- Special Orders 13% 11% 11.8%
Communist Party 16 16 105
Liberal Party 10 10 6.5
Peace & Unity Party 3 3 3.0
Foreign Ministry 16 12 8.0
Ambassador in
Baghdad 2 2 1.5
Shafranik/institute 15
Political Science
Academy 15
Russian University
(Ghopkin) for Oil and
Gas {illegible nots) 15
[Totals in millions of
barrels] (47) {43) (33)
2- China 8.1% 9.3% | 25.0 8.9%
A- Standard QOrders 7.4% 7.7% 7.0%
B- Special Orders 1.7% 1.6% 1.9%
4.0 changed to 2.5;

Mr, Khuwan 6 million bbl. Emillionbbl. |40 55 millionbbl | 55changed o 4.0
Norinco Company 1.5 miilion bbl.
3- France 15% 13.3% | 33.3 11.9%
A- Standard Orders 10.2% 7.2% 6.4%
B- Special Orders 4.8% 6.1% 55%
Michel Grimard 1.8 1.8 1.2
Patrick Maugein 7 7 25| 25changedto 2.0
Boidevaix 5 5 3.0 | 3.0changedto 1.5
Friendship Society 18 1.8 1.2
Addax Company 18
Charles Pasgua 4 4.0 | 40changed to 3.0
Hamida Na'ana 1.8 1.2 | 1.2changedto 1.0
Alias Al-Gharzali 286 1.2 { 1.2changedto 1.0
[Totals in millions of
barrels] (17) (24) (15.3)

[Margin Note}

Regarding the Central Order: it is forbidden to increase the Special Orders beyond 17 December 1999.
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TaB4

In the name of God, the most Compassionate, the most Merciful

Republic of Irag
Presidency of the Republic
Secretary

TOP SECRET and PERSONAL
No.: 1/1/22/450/K
Date: 19 January 2002

The Honorable Director of the Iragi Intelligence Service

Subject: Iraqi — French Relations
In reference to your memorandum Number 140/4/1/2/70 dated 12 January 2002.

The role of France is poor but it is not because of what is stated in paragraphs (A, B, C) of
Article (7) in your memo, rather that the Iraqi — French relations have been dormant, and
therefore the President-Leader (God bless him) ordered the improvement of dealing with France.

For your information...with regards. [second margin note}

. _//————\ To: Director General M4

— O Please prepare ideas on the
subject in coordination with M5

Lt. General [signature dated Jan. 20}

Dr. ‘Abd Hamid Al-Khatab ¢

Secretary to the President of the Republic @_

19 January 2002 Yic:

The Honorable Foreign Minister: in addition to your memo Number 285/K on 13 January 2002,
for your information... with regards.

[first margin note]

Assistant Comrade, review this and to the Director General M4: remind me to speak to the
Foreign Minister after I finish my duties that are considered the first priorities. [remainder of
note is cut off}

[third margin note]

To: Director, Section 1
and Head of France Dept.
I For Discussion

[Tahir Jalil Habbush] . ——

Jan. 20 [signature dated Jan. 21]

*Translator comments appear in hard brackets.
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TABS

In the name of God, the Most Compassionate, the Most Merciful

The Honorable Director of the IIS
Subject: Iraqi — French Relations

The President-Leader Saddam Husayn (may God bless him and protect him) ordered the
improvement of dealing with France, and regarding your margin note dated 20 January 2002,
coordination with M5 and M10 to prepare ideas and recommendations which will lead to
executing the order of the President (may God bless him and protect him) these

recommendations which have been completed are as follows:

1. Iraq will prepare to send official, political, and social delegations to France in exchange

for an invitation to French delegations to visit Iraq.

2. Organize a round table in Baghdad and Paris with the goal of discussing the methods to
develop and activate the relations between both countries in all fields. On the condition
that a delegation specialized in this matter is sent to participate in this activity, it is
possible to change the Iraqi — French Joint Committee, which Paris refuses to meet with,

because it does not seriously consider it at this time.

3. The Foreign Minister will visit Paris to discuss matters regarding the relations between

the two countries, the Security Council Agenda, and to clear the air with France.

4. Tasking the National Council and Office of Foreign Relations to the Party to approach
the most influential parties in France and the French Parliament (National Assembly and

Senate).

*Translator comments appear in hard brackets.
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5. Do not consider granting the economic privilege (oil and trade) to those who are not
effective or do not have any leverage. However, these privileges will be given to French

political and economic individuals close to the center of political decision-making.

6. Increase the staff of the Iraqi Embassy in Paris to match the staff in the French Embassy

in Baghdad because this connection is most important.

7. Study the possibility to support one of the candidates in the French presidential elections
after it becomes clear who is going to win the elections through the offer of oil contracts
on the condition that the winner of the right represents a good position for Iraqi and Arab

issues.

Kindly review...upon your decision...with regards.

Assistant Director, Tragi Intelligence Service
5 February 2002

[First margin note}

The requirement is how do we begin, what are the movement plans, and who are the influential
French individuals, who through them, it will be possible to improve the relations? As to the
support of the candidates for one time, without reference and grounds, [summary translation:
how do you want us to agree on this?)

»
[Tahir Jalil Habbush]

[Second margin note}
For that request, before we meet with the Foreign Minister, we have to make a plan for that and
let me know during the week.

Rajab

[additional names with dates]

Mazin Muhammad Ghalib Hasan
Feb 3 Feb 3 Feb 4 Feb 4

*Translator comments appear in hard brackets.
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TAB 6

In the name of God the most Compassionate, the most Merciful

Presidency of the Republic
Iraqi Intelligence Service

URGENT

To: The Honorable Director of the IIS
Subject: Iragi — French Relations

For your information on the date of 6 February 2002 we have recommended the following:

1- We suggest that the Foreign Minister visit Paris after the French presidential election,
which is going to be held for the second time on the date of 5 May 2002.

2- Below are the most important influential people who, through these people, our relations

with France can improve.

a. The former French President Valéry Giscard d'Estaing: he is one if the members in
the French Right. It is possible you can approach him through our ambassador in

Paris, because he has a good relationship with him.

b. The French Charles Pasqua: former Minister of the Interior and the French
candidate for presidential elections in the current period. It will be possible for
you to approach him through the Foreign Ministry, because he has a good

relationship with Mr. Tariq ‘Aziz. For your information he is one of the French

right.

(1 of3)

*Transiator comments appear in hard brackets,
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In the name of God the most Compassionate, the most Merciful

Presidency of the Republic
Iraqi Intelligence Service

¢. Jean-Pierre Chevenement: former French Minister of Interior and Defense, he
currently heads the (French Citizens” Movement), and he is also one of the French
candidates for the presidential elections. It will be possible for you to approach
him through the French believer [a named IIS source and the company the source

owns], whose good position towards Iraq is known.

d. Jacques Delors: former French minister (Socialist), former leader of the European
Commission, and a member of the Socialist Party. It will be possible to approach
him through the Tunisian-French citizen, Tawfiq Al-Mathluthy (the President of
the French International Citizen’s Party).

e. Lebanese-French citizen Joseph Tu’imah (the official for the Middle East in the
Office of Foreign Relations to the French Socialist party): he is cooperative with
the IIS, and it will be possible to use him to approach the Socialist Party and

exchange visits of the party’s delegations between the two countries.

f.  The French Pierre Joxe: former Minister of Defense, socialist, and it will be
possible to approach him through the cooperative Moroccan-French citizen,

Muhammad Al-Bashari.

(2 of3)

*Translator comments appear in hard brackets.
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In the name of God the most Compassionate, the most Merciful

Presidency of the Republic
Iraqi Intelligence Service

g. The French Bernard Emié: French Presidential Advisor for period from (1995-
1998), the official in charge of the Iraq file, and currently French Ambassador to
Jordan. He is very close to Chirac, and he is enthusiastic to return the relationship
with Iraq to its previous state. It is possible to approach him through the

cooperative [named IIS source).

h. The French Nicola Lang [phonetic]: French Presidential Advisor and considered
the secret mediator between the French Government and the countries of the
Middle East and all Arab countries. It will be possible to approach him through
the Foreign Ministry and using the good relationship with Mr. Tariq ‘Aziz.

i. Ahmad Bin-Bila and the young Muhammad Al-Basri: they have influence within
the French politics and parliament. It is possible to use their relationships through
the Foreign Ministry and the Office of Foreign Relations.

a. The French Parliamentarians Serge Mathieu, (member of the House Senate), and
Roselyne Bachelot, (member of the National Assembly): we can approach them

and exploit them through the Foreign Ministry, the Office of Foreign Relations,
and the National Assembly.

Kindly review...as you wish...with regards.

Assistant Director, Iraqi Intelligence Service
February 2002

[names of Mazin and Muhammad appear in the margin dated 9 February]

*Translator comments appear in hard brackets.

(30f3)
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Tas7

In the name of God, the Most Compassionate, Most Merciful
Urgent
The Honorable Assistant Director to Operations, Iragi Intelligence Service
Subject: Movement

Below are the names of individuals and businessmen, who through them, we will be able to
approach the French President Jacques Chirac (the candidate for the French General Presidential
elections, 2002) and the Russian President, Vladimir Putin:

1. FRANCE:

a. The French Nicola Lang [phonetic]: Secret middleman for France with the Middle East; he has

direct relations with the French President Jacques Chirac, which was previously mentioned that

he played an important role in the re-opening of the French Interests Section in Baghdad.

b. The French Patrick Maugein: Businessman and owner of oil company and has direct relations

with President Chirac; previously he has visit the country several times, at the invitation from the

office of Mr. Tariq ‘Aziz, who he has a friendship with the Deputy Prime Minister.

¢. The French Shovaliah [phonetic]: President of the French Total Oil Company; he is firmly

connected with President Chirac, who is considered an Honorary President to the aforementioned

company, therefore they meet weekly.

d. The French Roselyne Bachelot: Member of the French National Assembly; she is a friend of

Iraq and has relations tied to the President Jacques Chirac.

e. The Ambassador was charged by the direction of the IIS Director to approach the relation with
the French President through Morocco via the Moroccan Intelligence Services. There will also
be a meeting with the legal scholar Muhammad Al-Basri and Dr. [named IIS source].

*Translator comments appear in hard brackets.

(140f27)
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2. RUSSIA:

a. Our Russian Source Sergei Rudasev: Head of the Iraqi People’s Solidarity Committee in St.

Petersburg, therefore his relations are tied with the Ms. Narasova [phonetic], widow of the

former mayor of Leningrad, who meets with the Russian President weekly.

b. Our Russian Source Leonti Arkhibov [phonetic): Advisor in the Russian Presidential Office

through his position of employment.

¢. Qur Russian Source Boghos Akubov: Head of the Diplomatic Attaché of the Russian Foreign

Ministry, through the Russian Deputy Foreign Minister Sultanov, who has good relations with
the President Putin.

d. Mikhail Gutseriyev: Director of the Slavneft Company; therefore previously he was Deputy

Chairman of the Duma Council and he has wide relations with the Presidential Office.

Kindly review...with regards.

—

. f f Y t - f

[feint signature)}
Director General, M4
11 March 2002

% X

A
%

[The names of Khudar, dated Mar. 10, and ‘Ali, dated Mar. 11, appear as well.}

*Translator comments appear in hard brackets.

(2 of 27)
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TAB S8

...the most Merciful

Presidency of the Republic
Iraqi Intelligence Service

The Honorable Director of M1
Subject: Meeting

1. On 8 April 2002, I met with [a@ named IIS source] in the presence of the Director of the
Protocol Section. Idelivered the best regards of the IIS director to him, and I handed over
(3000) three thousand US dollars, after which he showed his appreciation and acknowledgement
to the director of the IIS, but assured that it was not necessary. We made him feel that he is one
of us and that there is no difference between us, and that this is merely a showing of peace from
the director of the IIS.

2. He mentioned that we have a lot of work ahead of us to affect the French politicians, because
in order to do this we have to engage with them and their interests, as you know, life in the west
especially in France, is greatly influenced by money and special interests.

3. Please deliver the attached envelope to the IIS director.
4, The aforementioned will travel tomorrow to Amman on his way back to Paris.
Kindly review, vxith regards,

[first margin note}
To the Honorable IIS Director: [4 named IIS
Director, M1/2 agent] met with [the named IIS source] and
8 April 2002 delivered to him a total of 3000 three thousand
dollars, I send to you the accompanied envelope
attached. With my regards,

[second margin note} ] -
Te’th;: Director General, M4 TR

: Director, M1
— Apr. 8

L
~
[Tahir Jalil Habbush]

Apr. 8

*Translator comments appear in hard brackeis.
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TABY
Republic of Iraq Date: 24 April 2002
Presidency of the Republic No.: M1/2/2/2156
Memo SECRET
To: M4/4

[Hllegible handwritten margin note, appears to be dated 24 April)
We have attached a copy of the letter Number 22, dated 19 April 2002, from the IIS
representative in Paris regarding his activity in the French field and his meeting with the French

Parliament member, Ms. Roselyne Bachelot. The Honorable Director of the IIS has been briefed
about this subject.

Please review, with regards.

Attachment:
Copy of the representative’s letter Number 18, dated 12 April 2002, and the related subjects.

Director, M1/2
24 April 2002

Mr. Daran Raja
. X7

T
{unidentified signature)
Apr. 25

*Translator comments appear in hard brackeis.
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TAB10
Republic of Iraq Date: 28 April 2002
Presidency of the Republic No.: M1/2/2/2209
Iraqi Intelligence Service
Memo SECRET
To: M4/4

We have attached a copy of the letter from the IIS representative in Paris, Number 24 on 25
April 2002 regarding the meeting of [ named IS source] with the director of the company
which is owned by Mr. Jerome, the Presidential Advisor to President Chirac and the Election

Campaign Official.

Please review, and inform us with your consideration about the subject, so that we can advise the
Honorable IIS Director,

[First handwritten margin note}
Head of Department 2, please
report the opinion.

e L
2l

Director, M1/2 [unidentified signature)
28 April 2002 Apr. 29

With regards.

[Second handwritten margin note]
Mr. Mazin, please do what is necessary regarding the information we have.

ey

[unidentified signature}
29April

*Translator comments appear in hard brackets.
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Tas 11

In the name of God, the Most Compassionate, the Most Merciful
SECRET

Notification 1903
M4/D4/1/2 S May 2002

To: M1/2

Your SECRET notification Number M1/2/2/2209 on 28 April 2002.

1. The subject of activating the Iraqi — French relations is coordinated between the IIS
Headquarters and the Foreign Minister.

2. We approve the granting of contracts to the French companies which are the most
important and influential in the French field.

3. However, regarding the subject of doing business with the small French companies, it is a
sign known to us that doing business with these small companies is not beneficial to the
country, as we previously had included in our recommendation of activating the Iraqi —

French relations.

Kindly review...with regards.
'S

On behalf of the Director General, M4
5 May 2002

[The names of Mazin, Muhammad, and "Abd-al-Husayn also appear dated 5 May.]

*Translator comments appear in hard brackets.
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Tas 12

In the name of God, the most Compassionate, the most Merciful

To: The Honorable Director of Section 1
Subject: Iragi — French Relations

Besides M1’s Notification, the attached letter of the representative in Paris contains the results of
his movement towards and his meeting with the Deputy of French Parliament, Roselyne
Bachelot, the official spokeswoman for Chirac’s election campaign, accompanied by the Friend
[named IIS source}, which are the following:

1. The French Ms. Bachelot, pointed out the historic relationship between the two countries,
and the subject of Iraq will be first in the priorities and concerns of French politics on the
condition that Mr. Chirac wins.

2. She assured that the French position opposed any American attack on the nation, and
France will use the right of opposition (veto) within the Security Council against any
American decision regarding the attack on Iraqg.

3. France will work throughout the upcoming period to lift the sanctions.

4. The representative conveyed to the French Ms. Bachelot that Iraq is prepared to offer
financial support to Chirac, for his election campaign. She replied joyfully that she will
deliver this offer to the financial official of the election campaign, who expressed
gratitude and the appreciation of France to the Iraq’s position (but he apologized) because
they do not require the money.

5. M1 submitted the subject to the Honorable IIS director.

Kindly review, and we suggest saving this topic in the relations file... with regards,

Yde, /))
Yor¥/o k7 ~ .
EN R /
Head of 2™ Department /
6 May 2002 ~
o

[illegible handwritten margin note]
6 May

*Translator comments appear in hard brackets.
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TaB13

The Honorable Minister of Oil

Subject: The French Dignitary (Charles Pasqua)

- The President-Leader (God Bless Him) approved designating (3) million barrels to the French
dignitary, (Charles Pasqua).

- The French dignitary (Bemard Guillet), on behalf of (Charles Pasqua), visited us this moming
and requested to send the oil contract to the Swiss company (Genmar) for their signature,
because that is the company chosen by them. When we made it clear that it’s necessary to
choose a French company, because the designated quantity is to a French dignitary, the response
of Mr. (Bernard Guillet) was that it is not possible for political reasons and that he explained the
situation to Mr. Tariq ‘Aziz.

- We requested from Mr. (Bernard Guillet) a letter of authorization from Mr. (Charles Pasqua) to
(Genmar) Company to lift the crude oil. He refused and clarified that they can not because of the
fear of political scandal.

Point being, Mr. (Bernard Guillet) requests to send the contract by fax to Baghdad, without the
presence of (Genmar) Company’s representative to sign the contract, in the same manner that
both Mr. (Alias Al-Gharzali) and Ms. (Hamida Na’ana) have been choosing the same Swiss
company, {(Genmar), to sign the contracts regarding the quantities designated for them.

Kindly review and as you see fit.
With regards.

e

i
[illegible word)
17 June 1999
Kazim Razugi

[margin note]
Executive Director / Saddam Zaban Hasan
State Oil Marketing

*Translator comments appear in hard brackets.
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Tap 14

Council of Ministers
Deputy Prime Minister

The Honorable Saddam Zaban

Greetings,

We are kindly informing you that Mr. (Bemard Guillet) is the diplomatic and political advisor
for Mr. (Charles Pasqua), the French politician and former Minister of Interior. He represents

him to receive the oil allocation designated for Mr. (Pasqua).

Salutations. .. with regards.

IV
Dr. Sami Sa’dun

Manger, Office of the Deputy Prime Minister
Jun. 19
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TAB 15

In the name of God, the Most Gracious, the Most Merciful

Republic of Iraq Number: Kh3/9211
Ministry of Oil Date: 20 June 1999
State Oil Marketing

The Honorable Minister of Qil

Subject: The French Dignitary Charles Pasqua

In reference to the phone call with you this morning, 19 June 1999, the Swiss Genmar Company
is considered the authorized company from Mr. Charles Pasqua to lift the designated quantity for
him for Phase V1. The contract will be signed by us and sent by Fax to the aforementioned
company, for their signature, in the same manner that is followed by Mr. Alias Al-Gharzali, and
Ms. Hamida Na’ana.

Kindly review and approve.

With regards...

O =y o) pliee Approved
Saddam Zaban Hasan e % >
Executive Director AT

[ ‘Amir Muhammad Rashid)
Jun. 22
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TAB16

Ministry of Oil / Office of the Minister
Number 7447

Date 24 August 1997

[Stamp showing receipt of memo]
Minister of Oil:

Greetings,

The owner of this letter is Michel Grimard, who is among the friends of Iraq in France and the
Deputy of Parliament.

Kindly review, and treat him in this capacity, within the political policy we agreed on.

With regards.

Tariq ‘Aziz
24 August 1997

[Margin note]
{To:] The Executive Director of SOMO: do what is necessary within the decision of the Deputy
for the Addax Company.

i -

=

fsié}id[u}é of ‘Amir Muhammad Rashid, Minister of Oil]
Aug. 24

*Translator comments appear in hard brackets.
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Tas17
Ambassade du Royaume du MAROC Embassy of The Kingdom of Morocco
Section des Interets de 'IRAK Iraqi Interests Section
53, rue de la Falsanderle Paris

75116 Paris
Tel: 45533370
Fax: 45 53 33 80

Marketing Organization / Office of the Executive Director
Number M1/1KW/587

Date 25 August 1997

[Stamp showing receipt of memo}

No.: none
Date: 21 August 1997

The Honorable Dr. Sami Sa’dun
Mr. Michel Grimard informed us that the representative of the (Addax) Company received an
invitation from SOMO, and he will be in Baghdad on 28 August because he intends to contract a

purchase of 30 thousand barrels. Mr. Grimard repeats his wishes to treat the aforementioned

company seriously.

In exchange, Mr. Grimard is recommending the organization of a French Parliamentary visit to

the country.

He began supporting the (Fifth Christian Republic) movement to volunteer the European
Community to lift the sanctions. We have attached a copy of the letter for your

information. .. with regards.

Iraqi - Paris

*Translator comments appear in hard brackets.
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TAB 18

In the name of God, the Most Compassionate, the Most Merciful

Republic of Iraq
Ministry of Qil No: Kh1/4918
Marketing Organization Date: 28 August 1997

The Honorable Minister of Oil

Subject: Certification of Crude Oil Export Contracts

Below are the details of the contract signed with Addax Company.

1. Contract Number: M/02/30 Date: 28 August 1997
2. Name of Purchasing Co.: Addax

3. Nationality: Swiss

4. Quantity: 1,800,000 barrels of Kirkuk crude oil

5. Destination of Crude Oil: Europe

6. Period of Supply: until 4 December 1997

7. Approximate value of the Contract: (29) million American Dollars

Kindly review and certify...with regards.

: k $v e v ;. ‘ .
Saddam Zaban Hasan
Executive Director Approved Certification of the Minister

[signature of Saddam Zaban Hasan
under 'Amir Muhammad Rashid’s]

*Translator comments appear in hard brackets.
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TAB 19

From the Fifth Christian Republic Movement
Paris on 8 January 1998

Mr. Tariq ‘Aziz

Deputy Prime Minister

Baghdad, Iraq

Your Excellency,

Please renew this memorandum, which is of great importance to me and also for the Activities
Program for the year of 1998.  As you can see, in order to carry out this program it is regarded
as difficult financially, politically, and diplomatically; and we hope it is possible to implement
this program.

Your Excellency, please accept my best regard.

Signature
Michel Grimard

*Translator comments appear in hard brackets.
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TaB 20

*Translator comments appear in hard brackets.

Embassy of the Kingdom of Morocco
The Iraqi Interests Section

Ambassade du Royauine du MAROC
Section dus Intereis de 'IRAK

Paris
53, rue de la Faisandorie
75116 Paris
Tel: 45533370
Fax: 4553 33 80
Ref: Number: 10/9/20
Date: Date: January 1998

Office of the Honorable Deputy Prime Minister
Subject: Letter

We are sending you the copy of the translated letter that was forwarded to the Deputy Prime
Minister from Mr, Michel Grimard, President of the Fifth Christian Republic Movement.

Kindly review...with regards.

9g)

Section Chief
Dr. Ahmad Ibrahim Al-‘Azzawi

The Honorable Executive

Director of the State Marketing:

Please take the necessary steps
when the name of the (Addax)
Company appears.

V ;:—\D\ Q

[ ‘Amir Muhammad Rashid]
Jan. 15

[Margin note written above memo narrative)
Give special priority to the Addax Company.

EIN SN
[Saddam Zaban Hasan]
Jan. 21

Mr. Minster of Qil:

Greetings, please review and, for
your information, Mr. Grimard,
he is among the active friends in
France, and it is imperative to
help him...with regards.

_
[Tarig ‘4ziz]
Jan. 13

Attachment,
4 copies in Arabic
4 copies in French.
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TaB21

In the Name of God, the Most Compassionate, the Most Merciful

Republic of Iraq
Ministry of Oil
Marketing Organization

Number: Kh2/912
Date: 27 January 1998

Subject: Approval on contract crude oil export

Below are the details of the contract signed with Addax Company (Swiss):

Date: 27 Jan 1998

(10 Thousand barrels for period of 180 days)

1- Contract Number: ~ M/03/34

2- Purchasing Company: Addax BV (Geneva-Branch)

3- Nationality: Swiss

4- Quantity: 1,800,000 barrels

5- Quality: Kirkuk

6- Destination: Spanish and/or France

7- Pricing: European pricing

8- Period of Supply: Until 2 June 1998

9- Value of the Contract in Dollars: approximately (25) million US Dollars (at a price of 14

US Dollars per barrel)

Kindly review and approve, with regards.
&

L= 7 ¢ ..
Saddam Zaban Hasan
Executive Director

Approved.

o

<.

[ ‘Amir Muhammad Rashid]
Feb. 2

=F

v
[Saddam Zaban Hasan)
Feb. 3/Kh2

*Translator comments appear in hard brackets.



144

‘ Al et Al ] '
“ o ofe s . . o 3wl 4, 5 gpendt
MEIALoLAa,, . . ‘.! NN I S iy Y i
ot ‘
gy . B NN Byt Lt
N TR Vi LY ‘-~ .

Foaadt ALl ely gl

el U Bodl saie b G3sbeisp

= (e !) eSSl M S 2 s B ealt aladi LasbdS alist

Maas sty 1 oae lat 8/03/34

3 Se—t ] A3, =

ADDAX BV (GENINA-BRANCH) © 3,55t 18,200 ::: -

Lepmne 1 L e

. {pae Yae Soud \;,.._,.,..Uf Vo) Gy Y Ave ses 3 N A 1 g
HeS L [ L I ST L

b pd ol Lelmd ¢ gt diest eay -

Ty g 231 F WAL | LI IR % | )

LLRPVA VA S R v———s | | Tk -y,

Vot Y30 o ek {Te) il L R CE [ DU 5T I
(M el (el ST 11 _yaeg) SAsaly ks

© el pe hedaland] 4 e¥BYL, Jadals

YWIT. 6. < ;s Moo W
1T.g “ W e e 2R el tiTIAe TIONAL oRE ge g ooy e




145

TaB22

In the Name of God, the Most Compassionate, the Most Merciful

Republic of Iraq Number: Kh2/2405
Ministry of Qil Date: 7 March 1998
Marketing Organization

The Honorable Minister of Qil

Subject: (Addax) Company, Swiss

We kindly inform you that the company, above, has arrived through the French Deputy Michel
Grimard (regarding the attached).

We have contracted with it within Phase II from the Memorandum of Understanding; also we
renewed the contract with it during Phase III to supply it with quantity of 1.8 million barrels of
crude Kirkuk.

The company now wants additional quantity of Kirkuk oil or Al-Basrah Light either during the
current phase or the next phase.

Kindly review...and delegate.

With regards. ..

‘ M ot ¢ .
Saddam Zaban Hasan
Executive Director Attachment: Memo copy with fax copy
Give them another (10) thousand
. ,';T\\

[ ‘Amir Muhammad Rashid]
Mar. 7

1

: v // -
S

[Saddam Zaban Hasan]

Mar. 8

*Translator comments appear in hard brackets.



146

G e AT

ALV N

ELIATOREVE S "J/‘\éu‘-’“

. 2N o2

i 1 LI oy ggentt
il B
‘ EYEPEN gt Len
: i t.(\\ 8 s ‘g
§ o v g f}‘f&‘

i
:

SR TN S ¥ RN |
Spxmetendl (pS1al) TR42 4,
A b3l LI TN ae ot aF el 33,000 ol adadly eClALS oy

e AR ale a1 gl € et

Sdmenns La® gabizgt RSV RRVEE STRY ] Tda padt L Las aXLandt ]
b oo ey ante 1 Taef Lagean) RO Tda,adt % Lems 3FLa3Jt

. ,d:(,,(

P IS e Ronludl Tyandl b oLeS 8BRS o MLl el GV 36N ks
o WU Tdegadi o dwdladi Bdsgadt S

* ween Tl s AMRYL, tadIAY

L e s LI ¥

e T VEW Ll JYURE Y

[

"

™

TedTle BE M OVIA e TIYIAN 4 TEEIAA oS g BAYE (g0 oD




147

TAB23

In the Name of God, the Most Compassionate, the Most Merciful

Embassy Embassy
Republic of Iraq Republic of Trag
Moscow Moscow

{in English) {in Arabic]

Number: §/1/1/451
Date: 21 August 1997

Foreign Ministry/Third Political Directorate
Subject: Letter

We are sending the letter of Mr. Vladimir Zhirinovsky, President of the Russian Liberal
Democratic Party, written on 30 July 1997 and contains the sympathetic support of his party in
supplying medicine and food with the Memorandum of Understanding between Iraq and the
United Nations.

I, with the trade advisor of this Embassy, have met Mr. Kondrativ {phonetic], the assistant of Mr.
Zhirinovsky for economic affairs, on 10 August 1997. Mr. Kondrativ hopes that there is a
possibility to carry out the desires of the leader of the Russian Liberal Democratic Party, who
binds us with good relations and his position of support to Iraq’s difficult situation, either in the
Duma Council, or in meetings of the republic, public or otherwise. We informed him that Iraq
has no objection to the cooperation with them on the condition of the known rules of conduct and
kindly request to him to present their offer to the authorized Iragi body.

Kindly review...with regards.

O | X - [handwritten margin note]
Ambassad " The Honorable Executive Director:
assador , Contact our Ambassador in Moscow by
Dr. Hasan Fahmi Jum’ah h ide him th lity of th
21 August 1997 phone to provide him the quality of the Mem
crude oil and the appropriate 1emo
quantity...for your information this !

order... . ;;;\?@,;b

e
-
%—‘ [Saddam Zaban Hasan)
AN\~ c& Sep. 15

[ ‘Amir Muhammad Rashid]
Sep. 14

Attachments:
Letter with its translation

Copies to:
Ministry of Oil / with copy of the letter, kindly review...with regards.
Ministry of Trade / with copy of the letter, kindly review...with regards.

*Translator comments appear in hard brackets.
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TaB24

In the Name of God, the Most Compassionate, the Most Merciful

Republic of Iraq Number: Kh1/5451
Ministry of Oil Date: 16 September 1997
Marketing Organization

The Honorable Minister of Qil

Subject: Communications with Mr. Vladimir Zhirinovsky

In reference to the your margin note about contacting the Iragi Ambassador in Moscow regarding
the subject of the special quantity of crude oil to Mr. Vladimir Zhirinovsky, leader of the Russian
Liberal Democratic Party and according to the phone conversation with his excellency
Ambassador Doctor Hasan Fahmi Jum’ah, Embassy of the Iraqi Republic in Moscow, on 16
September 1997, it is clear that the company belonging to Mr. Zhirinovsky has not registered
itself in the United Nations until now. The Ambassador confirmed that the company has been
slow in this regard, and he will send a detailed letter regarding this subject. It has been found
that the assistant leader of the party, Mr. Kondrativ [phonetic], will visit the country soon to
conduct negotiations with the Ministry of Trade regarding supplying food and medical products
to the country.

Kindly review...with best regards. [handwritten margin note)

Thank you...and continue with care.
[ ‘Amir Muhammad Rashid)

Sept. 17

) "(’ RN .’,—4,
Saddam Zaban Hasan
Executive Director

[second signature is Saddam Zaban Hasan s}
Sept. 18

Office copy — please file

*Translator comments appear in hard brackets.
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TAB2S

* Translator comments appear in hard brackets.

FEDERAL ASSEMBLY ~ PARLIAMENT OF RUSSIAN FEDERATION

STATE DUMA
FACTION OF THE LIBERAL-DEMOCRATIC PARTY OF RUSSIA

10326, Moscow, Okhotny Riad Street, House #1, Tel: 292-80-1; 292-87-95

September 22, 1997 Reference #: 5.1 -4 - 775

His Excellency
Dr. Hasan Fahmi Jum’ah
Republic of Iraq [illegible]

Dear Friend:

In accordance with the agreement achieved earlier, I hereby inform you that we are planning to send a
delegation to Iraq to conduct negotiations with the leadership of the country. The delegation will consist
of the following members:
¢ Gutseriev, Mikhail Safarbekovich: Deputy Chairman of the State Duma; Deputy on behalf of the LDPR; authorized
to negotiate on all issues related to this program;
e Zakanov [first two letters are illegible] Alikhan Beibotovich, Deputy Chairman of the Federal Food Corporation of
Russian Federation; authorized to negotiate and sign contracts with respect to the food-related part of the program;
o Gromov [first letter is illegible] Anatoliy Nikolaevich, Director of the Department for External Economic Activities,
Sidanco Company (the company is involved in production, refining and transportation of oil in certain regions of
Siberia, Far East and Saratov Oblast); authorized to negotiate and execute contracts for the oil quota allocated to the
Liberal-Democratic Party of Russia;
«  Idrisov Arsen Emilievich, Deputy Director of the Department, Sidanco Company;
o Minakov [first letter is illegible] Valentin Nikolayevich, assistaut to the Deputy,

The timing of the trip (with the exception of October 1-3 of this year) depends exclusively on the time it
would take the consular division of the embassy to issue visas.

I cordially request that you advise us of your considerations with respect to the above,
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TAB 26

In the Name of God, the Most Compassionate, the Most Merciful

Republic of Iraq Number: M.KH/1/11/1620
Foreign Ministry Date: 1 October 1997
Office of the Minister
SECRET
Ministry of Oil

Subject: Russian Delegation Visits the Nation

Our Embassy in Moscow informed us through their letter, written on 30 September 1997, that
the Russian delegation, lead by (Mr. Mikhail Gutseriev), the Deputy for the Duma, is going to
arrive to the country on Sunday, 5 October 1997, to complete the special contracts regarding the
oil and food products. Also the Embassy added that (Zhirinovsky), the President for Russian
Liberal Democratic Party, requested our full support to the delegation, and he pointed out that
(Gutseriev) personally represents him and that he has all the authority to sign the contracts, and
he will bring with him, as a member of the delegation, the Director General of the (Sidanco)
company, which is registered in Iraq and the United Nations to purchase oil on behalf of the
Russian Liberal Democratic Party. The Embassy mentioned that (Gutseriev) is wishing to meet
with the Honorable Oil Minister and with the Director of Marketing.

Kindly review

.with regards.

q
Deputy Prime Minister
Acting Foreign Minister  [nandwritten margin note:] [OSadz;'am Zaban Hasan]
1 October 1997 To the Executive Director: Take the ct.

necessary steps for the contracts with the
appropriate quantity, and “yes” for the

[ ‘Amir Muhammad Rashid)
Oct. 9

[Various inter-office stamps adorn top of memo marking the date the memo was received)

*Translator comments appear in hard brackets.
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TAB 27

In the Name of God, the Most Compassionate, the Most Merciful

Republic of Iraq Number: Kh1/6215
Ministry of Oil Date: 8 October 1997
Marketing Organization

Subject: Approval

Here are the details of the contract signed with the Russian Sidanco Company (on behalf of Mr.
Vladimir Zhirinovsky the President of the Russian Liberal Democratic Party).

1- Contract Number: ~ M/02/32 Date: 7 Oct 1997
2- Purchasing Company: Sidanco

3- Nationality: Russian

4- Quantity: 1.8 million barrels

5- Quality: Kirkuk crude oil

6- Destination: Europe

7- Period of Supply: Until 4 Dec 1997
8- Value of the Contract in Dollars: (30) million American dollar.

Kindly review and approve, with regards.

S an Hasan
Executive Director

A

[ ‘Amir Muhammad Rashid)
Oct. 11

[Saddam Zaban Hasan signed again]
Oct. 11

[Page 23 is a duplicate of this page without the approvals noted at the bottom.]

*Translator comments appear in hard brackets.
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TAB 30

Crude Oil Allocations
For Russian Companies
For Phase Seven

Million
Company Bbls. % Remarks
Russia 115.0| 32.24 {,a 7
Zarubezhneft 23.0 ;
Machinoimport 10.5 LeE . i :
Zan Gas 6.0 [Saddam Zaban Hasan]
Alfa-Eco 11.0 Jul. 9
Tyumen 8.5
ACTEC 14.5
Tatneft 8.0
Bashneft 4.0
Gasprom 5.0
Lukoil 45
Sirgutneftgas 3.0
East Siberian Oil and Gas Co. 1.0
Rosneft 3.0
Nafta-Moscow 2.0
Onaco 3.0
Transneft 20
RAO MES 1.5
Zerich GmbH — Moscow 3.5
Total 115.0

Please Review the Following Sir:

First — The Quantity for Zarubezhneft

Direct contract (20) million barrels + (1.5) million barrels for the appropriation of Mr. Shafranik,
+ (1.5) million barrels for Ghopkin University.

Second — The Quantity for Tyumen
Direct contract (3) million barrels + (6.5) million barrels to Zhirinovsky

Third — The Quantity for Zerich GmbH
(2) million barrels Ms. Sazhi + (1.5) million barrels for the Political Science Academy

With regards...

*Translator comments appear in hard brackets.
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TAB 31 Sevan Letters

Page 32, Begin Translation:

In the Name of God, the Most Merciful, the Most Compassionate

The Republic of Irag [Stamp] No: [KH]2/9124
Ministry of Oil Ministry of Oil/ Date: August 10, 1998
State Oil Marketing Company Minister’s Office

No. 8172

Date: 08/10/1998

To: The Honorable Minister of Qil

Subject: African Middle East Petroleum Co. LTD., Inc.
(Mr. Sevan)

The African Middle East Petroleum Co. LTD., Inc. submitted an application (attached) to
purchase Iraqi oil during the current phase in accordance with the Memorandum of

Mutual Understanding.

Mr. Muwafig Ayub informed us through a phone conversation, from the Iraqgi
Representation [mission] in New York, that the aforementioned company is that which
was mentioned to you by Mr. Sevan, the Director of the Iragi Program in the United
Nations, during his last visit to Baghdad.

Please acknowledge and refer.

With Regards,

R

Saddam Zaban Hasan [Zaban, not Zayn]
Executive Director

{Handwritten Comment 1:] Approval of the Vice President of the Republic was received
the moming of 15 August, 1998.

[Handwritten Comment 2:] H2 The contract will be 1.8 million barrels.
[U/1 Signature) [Signature] [UA Signature]
8/15 Mr. Kazim Zakria 8/17

Telex: Arabic 5834 Some Telex: 212198, 212199/P0O Box 5118 Baghdad, Irag, Phone No: 7742040/10




163

Page 31, Begin Translation:

In the Name of God, the Most Merciful, the Most Compassionate

The Republic of Iraq [Stamp] No: [KH]2/ 91235
Ministry of Oil Ministry of Oil/ Date: September 26, 1998
State Oil Marketing Company Minister’'s Office

No. 10103

Date: 09/26/1998

To: The Honorable Minister of Oil

Subject: Approval of Exported Crude Qil Contracts.

In reference to the approval of the Vice President of the Republic, Taha Yasin Ramadan, who
informed us in the footnote of our memorandum No. KH2/9124 dated 08/10/1998 (enclosed is an

attached copy).

Based on the phone conversation on the moming of 09/24/1998 between the undersigned and Mr.
Muwafig Ayub, from the Iraqi Representation [mission} in New York, it was emphasized that the
African Middle East Petroleum Co. LTD., Inc., represented by Mr. Fakhri ‘Abd-akNur, was
mentioned as a recommendation from Mr. Sevan.

Under the details of the contract with the African Middle East Petroleum Co. LTD., Inc.

1. Contract No: M/04/60 [in English] Date: 09/24/1998

2. Purchasing Company: African Middle East Petroleum Co. LTD., Inc.

3. Nationality: Panamanian

4. Quantity: 1.8 Million Barrels

5. Quality of Crude Oil: Kirkuk

6. Destination: Romania or Italy

7. Tariff: Europe

8. Period of Supplying: until 11/25/1998

9. Estimated Value: approximately (18) million dollars (based on the price of $10

per barrel). [USD not specified]

Please acknowledge and approve.

With Regards,

frce & kL

Saddam Zaban Hasan
Executive Director To be presented to the Minister 9/28
Approval of the Minister

[Handwriting Ilegible]

Telex: Arabic 5834 Somo Telex: 212198, 212199/P0O Box 5118 Baghdad, Iraqg, Phone No: 7742040/10
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[Handwritten margin note:]
The Honorable Executive Director

The African Middle East Company / Mr. Sevan have upon themselves the impression that the
amount has been increased from (1) to (2) million as a result of the meeting with the Minister in
Vienna. For your information, the quantity on the contract is Kirkuk.

Kindly review and delegate.. . with regards.

{unkno;}sy ;x;g;:a?u;e}
Apr. 8

{Margin Note:]
Consultation

[Sa;idam Zab;n Hasan]
Apr. 8

€
*Translator comments appear in hard brackets.
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TAB 33

Benon Sevan and Phase VI

The following documents, which can be found in the National Harmony Database as
ISGZ-2004-E00003, contain information relating to Benon Sevan and the African Middle
East Petroleum Co. LTD., Inc. (AMEP) and Phase VI of the UN Oil-For-Food Program.
The document resides within the 21 SOMO discs on Disc 12, ISGZ2004 E00003-
132288.pdf.

Originally 477 pages, the following cursory translation represents pages 108 through 111,
the contractual arrangements of the oil allocated for the aforementioned period. Page 109
is a copy of page 108, requiring no further translation. Documents originally in English
are not translated, but can be seen with the attached originals. Additional information,
found within the same file on pp. 10-17, and 51-52 mentioning AMEP and/or Sevan is
also attached.
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1SGZ-2004-E00003 Page 108, Begin Translaton:

In the Name of God, the Most Merciful, the Most Compassionate

The Republic of Iraq [Stamp] No: [KH]2/ 11538
Ministry of Oil Ministry of 0il/ Date: August 1, 1999
State Qil Marketing Company Minister’s Office

No. 8684

Date: 08/01/1999

To: The Honorable Minister of Oil

Subject: Contract M/06/78 with the African Middle
East Company (Mr. Sevan)

In reference to the approval in the memorandum from the Office of the President of the Republic
— Secretary — numbered 4371/K dated 07/25/1999.

Under the details of the contract with the African Middle East Petroleum Co. LTD.

1. Contract No: M/06/78 [in English]

2. Date of Contract: 07/29/1999

3. Purchasing Company: African Middle East Petroleum Co. LTD.

4. Nationality: Panamanian

5. Quantity: 2 Million Barrels

6. Quality of Crude Oil: Kirkuk

7. Destination: Europe

8. Tariff: Europe

9. Period of Supplying: until 11/20/1999 -
10. Estimated Value: approximately (30) million dollars (based on the price of $15

per barrel). [USD not specified]

Please acknowledge and approve.

Saddam Zaban Hasan
Executive Director

Approval of the Minister: Approved

[Handwriting Illegible]

Telex: Arabic 5834 Somo Telex: 212198, 212199/PO Box 5118 Baghdad, Iraq., Phone No: 7742040/10



171

4 oo
e i
=
5]
&
&
[
L)
w5
(=]
=81
o2 1
SV

2
&

18GZ-




I8GZ-2004-ED0003 Page 109







04-E00003 Page 111




oyt e

Crene g
Coman - Teem

LI
e _ T

A eru s
')M'?r RS R ww&a.a

{Ton) ol g
L....».,:.;:-;.. TN T, e

_,..\-:DQ-——-AM'U.&

RS Lm;m:;. 12
wmwwm ﬂ.s--ﬂa-w

L) ....s‘ 2L Py dd et R e g
MM Litkag Tdlod Liogad da, La? Jpaaddt ZRAY

e P RGN WIW&JWQHQMMW‘
o : ™ J.‘,,a,.-h{q-'j 'ﬂ.ﬂl M

1SGZ-2004-E00003 Page 10






[ 1562-2004-E00003 Page 12 |




o i EERRret

1SGZ-2004-E00003 Page 13 |




179




vz

ISGZ-2004-E00003 Page 15 I




gy
PiI o G

| 15GZ-2004-E00003 Page 16










184

zasa®t  dpo—ay  daSI
o1 foe to1 TLAS Lo latal olWSIt -
‘ LIIV T
mtlpaenhs afgtally Taskall -
y - R 0) 150 ) peat =
A - (i plomey TE52 ) A2 M
- \ : othem el =
Toe - (Lemay) gialszn =
Ty r (L) byt =
(3 g3 o 2¥s%s adele 1)
e Tyacs 49555 aojae
ﬁg ) Yo P 29—
mx T m e Lo
s it b1 w WY pe Telad u‘a*” :
rirr e "y PRSI Y% . i 3T
43 ,'-ub@,‘ L) QM (a1e) Tyl gase R Jaselt
: I tepe ot (e ) LA e (yer) N
{3
. .
N

~Ader

1SGZ-2004-E00003 Page 52 ]




185

TaB 34

Benon Sevan and Phase VII

The following documents, which can be found in the National Harmony Database as
ISGZ-2004-F00002, contain information relating to Benon Sevan and the African Middie
East Petroleum Co. LTD., Inc. (AMEP) and Phase VII of the UN Oil-For-Food Program.
The document resides within the 21 SOMO discs on Disc 13, ISGZ2004F00002-

132352 pdf.

Originally 549 pages, the following cursory translation represents pages 104 through 106,
the contractual arrangements of the oil allocated for the aforementioned period. Page 105
is a copy of page 104 and warrants no further translation. Documents originally in
English are not translated, but can be seen with the attached originals.
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1SGZ-2004-F00002 Page 104, Begin Translation:

In the Name of God, the Most Merciful, the Most Compassionate

The Republic of Irag [Stamp] No: [KH]2/ 636
Ministry of Oil Ministry of 0il/ Date: January 13, 2000
State Oil Marketing Company Minister’'s Office

No. 481

Date: 01/13/2000

To: The Honorable Minister of-Oil

Subject: Approval of Exported Crude Oil Contracts.

In accordance with the disclosure of allocations to the amended seventh phase dated 12/17/1999.

Under the details of the contract with the African Middle East Co. (Mr. Sevan):

1. Contract No: M/07/88 {in English]

2. Date of Contract: - 01/11/2000

3. Purchasing Company: African Middle East Petroleum

4. Nationality: Panamanian

5. Quantity: 1.5 M